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WHAT, MR. AMPS, D0 YOU 


( 


Coffee! You bet it's coffee. 
You wouldn't be without 
your morning cup. And 
97% of all American fam- 
_ ilies feel the same way, 
drink coffee at least 


Now let's see what this coffee habit 
means to you. Let's get practical. 


First. 40° of all women believe that Silex 
glass coffee makers make better coffee. 
We're convincing more of ‘em every day. 
Second. Every Silex added to your line adds 
87 K.W.H. to your load, more than any other 
electrical appliance except a roaster. 

Third. Only 17% of our homes now have 
glass coffee makers. It's a wide open market. 
Remedy? Sell Silex, America's favorite 
glass coffee maker. A wide open market is 
waiting for you! 


* TRADE MARK REG. 


Push <e-.€& M and watch your load climb 


THE SILEX COMPANY : OER. ts HARTFORD, CONN. 


Creators of the Glass Coffee Maker Industry 
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E REGULATOR YOU KNOW IS RIGHT 


CONTROL device of such importance as a gas pressure 

A regulator MUST be highly reliable and positive in opera- 

tion. BARBER Regulators are of approved design, and so long 

and thoroughly tested under actual service conditions, that 

leading gas authorities are satisfied to recommend them to 

their customers. For safety, uniform appliance performance, 

and genuine fuel economy—you are justified in recommending 

Vv Barber Regulators to dealers and consumers whom you serve. 
ified by A.G. A. Built for long life, and dependable in operation — with all- . 
ip Write fr ae aie sonal operating parts, aang bronze springs, 
Meee Pirin eine diaphragms. Responsive to 3/10 pressure 
ariation. Give your customers the beffer value of Barber 


iances, Conver- 
Burners, and Pres- 
Regulaiors. 


Regulators. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


IARBER oecssune REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 


This page is reserved wnder the MSA PLAN (Manufacturers Service Agreement) 








Editor—Henry C. Spurr 
Associate Editors—E.tswortH Nicuots, Francis X. WetcH, Nett H. Durry 
Financial Editor—Owern Ety 


Public Otilttres 
Fortnightly 
z | 


VOLUME XXVIII july 3, L941 NUMBER 


Contents of previous cnet a Pusiic UTILITIES FoRTNIGHTLY can 
be found by consulting the “Industrial Arts Index” in your library. 

Utilities Almanack 

“Highway to Frisco” .......( Frontispiece ) 

The Utilities and the War : Herbert Corey 

Thinking Ahead of Disaster James H. Collins 

Defense for the Utilities Andrew Barnes 

Wire and Wireless Communication 

Financial News and Comment 


What Others Think 


Holding Companies and the National Defense 
Competitive Bidding and the Redistribution of Voting Power 
Nature Study Develops an Interesting Gas Leak Survey Technique 
Special Rates for Auxiliary and Stand-by Service 
The March of Events 
The Latest Utility Rulings 
I NE suc asiistiinsinanionsveanmnscnbcnpassisligs snhbsnicuthan ace tsetse ented Nite 
Titles and Index 


Pages with the Editors 
In This Issue 


Industrial Progress 
Index to Advertisers 


This magazine is an open forum for the free expression of opinion concerning public utility regula- 
tion and allied topics. It is supported by subscription and advertising revenue; it is not the mouth- 
piece of any group or faction; it is not under the editorial supervision of, nor does it bear the 
endorsement of, any organization or association. The editors do not assume responsibility for the 
opinions expressed by its contributors. 





PUBLIC UTILITIES REPORTS, INC., PUBLISHERS 
Publication O fice CANDLER BUILDING, BALTIMORE, MD. 
Executive, Editorial, and Advertising Offices MUNSEY BUILDING, WASHINGTON, D. C. 


Pustic UtTititizes FortTNIGHTLY, a magazine dealing with the problems of utility regulation and allie 

topics, including also decisions of the regulatory commissions and courts, preprinted from Public Uniline 

Reports, New Series, such Reports being supported in part by those conducting public utility service 

manufacturers, bankers, accountants, and other users. Entered as second-class matter April 29, 1915, under th 

Act of March 3, 1879. Entered at the Post Office at Baltimore. Md., Dec. 31, 1936; copyrighted, 1941, b 
Public Utilities Reports, Inc. Printed in U. S. A. 


PRICE, 75 CENTS A COPY ANNUAL SUBSCRIPTION, $15.0 
JULY 3, 1941 4 





ly 3, 1941 Public Utilities Fortnightly 5 


Faster Working Tools 
Reduce the Strain 
on your men 





* 
ee te 


ya 


- These work-saver FRiLe30D pipe threaders 
“help you “Deliver ahead of schedule” 


* Speedy Self-contained No. 65Rs Thread ve 
= 4 Sizes of Pipe with 1 set of chasers... 


AA TE 


OST jobs can’t wait for slow old-fashioned 
tools these days. Give your men these fast 
ficient ®immims and they produce more—with 
ess effort... . In 10 seconds you can set the 65R 
o thread 1”, 14%”, 1%” or 2” pipe—no extra dies 
§o fool with, carry around or lose. Workholders 
re quick, practically automatic, foolproof—set 
stantly to pipe size, tighten only 1 screw. Clean b. 
erfect threads from hi-speed steel chaser dies. o W/ No. 65 R-C, 
peed your work with these modern time and Cee 
Oney savers — ask your Supply House for —_ alloy—rugged, 
Ritaim 65Rs, today! r — 


nomical. 
THE RIDGE TOOL CO., ELYRIA, OHIO 


SEL 
WORK-SAVING PIPE TOOLS ae 
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Pages with 


NOTHER fourth of July rolls around to wit- 
A ness an outburst of patriotism in present- 
day America, unequaled since World War I. 
Manufacturers of flags and other patriotic 
bunting and insignia report land-office business. 


AGREEMENT or disagreement with the ad- 
ministration’s foreign policy apparently makes 
no difference in this revival of demonstrative 
loyalty for “the flag and the Republic for which 
it stands.”’ Interventionists, isolationists, liber- 
als, conservatives, laborites, and virtually every 
group, sect, and organization, with the possi- 
ble exception of Jehovah’s Witnesses, are open- 
ing and closing their meetings with pledges of 
allegiance, mass display of colors, singing of 
the national anthem, and so forth. 


Tus is all to the good. Only we wish it 
were a little more lasting and consistent. Time 
was, not so long ago, when some of the more 
sophisticated and liberal publications and or- 
ganizations, which are now jumping up and 
down most belligerently in their devotion to 
the grand old flag, felt quite differently. They 
used to sneer at “flag waving.” They con- 
sistently opposed appropriations for national 
defense. Any war was simply a capitalistic 
swindle brought on by “merchants of death.” 
American youth was encouraged to evade such 
mild military training as ROTC service in 
colleges. Old-fashioned appeals to national 
pride were dubbed “chauvinism.” It was the 
smart and witty thing to suppress strong na- 
tional feeling and flirt with such international 
movements as Communism. 


THEREFORE, we venture the hope, on this 
forthcoming one hundred and sixty-fifth anni- 
versary of our national independence, that all 
the voices which will be singing the “Star 
Spangled Banner” on this fourth of July will 
be giving us an encore of the same July 4, 
1942, and thereafter. One of the lessons in the 
fall of France and other national tragedies of 
recent years and months is that patriotism is 
not something that can be wrapped up in moth 
balls and put away in the attic along with the 
flag after the national feast days are over. 


INTERNATIONAL movements, whether politi- 
cal, economic, or otherwise, may be the epit- 
ome of idealistic unselfishness. But unless they 
are subordinated to our national loyalty, they 
lead us into dangerous paths. Much safer is 
the sentiment expressed in those lines from 
Macaulay describing the death of the ancient 
hero, Horatius: 


JULY 3, 1941 


AILKBEKE CURLY 


Public utility companies are keeping the home 
fires burning. 


(SEE Pace 3) 


“And how can man die better 
Than facing fearful odds, 
For the ashes of his fathers 
And the temples of his gods?” 


¥ 


piece during a national emergency re+ 
quires something different from all of us, 
according to our station, resources, and, capa- 
bilities. To the young man it may mean active 
service. To his father it may mean investment 
in government bonds and savings stamps. T: 
mothers, wives, and sisters, it may mean sacri- 
fices for the maintenance of civilian morale 
What does it require of corporations, spe- 
cifically public service corporations ? 


THE impact of the present emergency 0! 
utility companies has already demanded pa- 
triotic sacrifices of time, talent, and money 
from management, employees, investors, and 
even consumers. In the last-named connection, 
we recently witnessed a spectacle of Alabama 
electric consumers voluntarily curtailing their 
usage of electricity to help in tiding over the 
utility service during a period of low water 
storage for hydro generation. 


In this issue we have two articles which 
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RILEY STEAM GENERATING UNIT 


Outstanding American 
Lignite Burning Installation 


OTTER TAIL POWER COMPANY, Wahpeton, N. D. 


130,000 Ibs. steam/hour, 650 Ibs. design pressure, 825° F steam temp. 
Unit burns North Dakota Lignite at 82% Efficiency. 
Riley Boiler, Superheater, Steam-temperature Control, Economizer, 
Air Heater, Water Cooled Furnace, Steel Clad Setting, Riley 
Harrington Stoker. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
8T. LOUIS) =CINCINNATI HOUSTON CHICAGO 8&T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


show what utilities are doing along other lines 
in the direction of making America invincible. 
In the opening article HERBERT Corey, Wash- 
ington newspaper correspondent and author, 
discusses the policy of utility management to- 
wards employees who are called to the service. 


In another article (beginning page 11), 
James H. Co..ins tells us what utilities are 
doing in the way of formulating plans for pro- 
tecting cities from disaster. Mr. CoLLins is a 
well-known magazine writer and editor, now 
living in Hollywood, California. 


¥ 


NOTHER article dealing with the relation- 
A ship between the utility industries and 
the national defense is that beginning page 23, 
by ANpREW Barnes, a Washington correspond- 
ent for a national press association. 


¥ 


Wee the national emergency has finally 
come home to Pusiic Utitities Fort- 
NIGHTLY. The other day the postman brought 
a letter for our assistant general manager, 
James M. Robertson. The letter was from the 
Navy Department and the gist of it was that 
Uncle Sam’s naval forces now have a new 
Ensign, while Public Utilities Reports, Inc., is 
minus one assistant general manager—prob- 
ably “for the duration.” 


Mr. Robertson had not been with us very 
long. Friends in the utility industry may best 
recall him as the advertising manager of the 
Florida Power Corporation of St. Petersburg, 
Florida, and Georgia Power & Light Company 
of Valdosta, Georgia—a post he held for more 
than twelve years. 


He had also been a Naval Reserve Officer 


JAMES M. ROBERTSON 
Our seagoing staff member! 
JULY 3, 1941 


JAMES H. COLLINS 


The home guard begins with the utility plant. 
(SEE Pace 11) 


for more than four years when called to active 
duty. He will attend the Reserve Officers In- 
struction School at Washington for the next 
few months. Good luck, Jim! We'll try to keep 
things shipshape on the decks of the Forr- 
NIGHTLY, while you crease the waves for de- 
mocracy and Secretary Frank Knox. 


¥ 


MONG the important decisions preprinted in 
the back of this number may be found 
the following: 


THe Maryland commission refused an 
order, on application by an electric codperative 
corporation, restraining an electric utility com- 
pany from extending lines into the codper- 
ative’s project area on the ground that they 
were spite lines interfering with the cooper- 
ative project. (See page 193.) 


Tue validity of a commission order refus- 
ing to require a telephone company to furnish 
contract service to a corporation operating a 
newspaper containing horse-racing news used 
for gambling purposes was upheld by the 
Maryland Court of Appeals. (See page 197.) 


THE New Jersey commission conducted an 
investigation into the reasonableness of pro- 
posed rates for sewerage service and ruled 
upon questions of reproduction cost, original 
cost, and going value. (See page 235.) 


THE next number of this magazine will be 
out July 17th. 


A, O@ilwas 
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WHO IS THE Right 


@ Efficiency demands placing the right men in the right 
jobs! Prudence demands accurate, complete personnel 
records to avoid possible costly conflicts with Federal 
governing bodies. Protection against espionage and 
sabotage requires personnel records that thoroughly 
delve into employes’ backgrounds. These requisites call for 
Kardex Visible Systems for sound Personnel Adminis- 
tration, 


SUCH USERS AS THESE 


Among the many government agencies, utilities, and 
large and small defense and non-defense companies which 
have adopted Kardex for Personnel Control are: Lock- 
heed Aircraft Corp., Anchor Hocking Glass Co., Sterling 
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systems. 
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REMINGTON RAND INc. 
BUFFALO, NEW YORK 
Branches in All Principal Cities 


Dept. PUF-741 


Buffalo, New York 


COUPON 


Remington Rand Inc. 


Please send me your new presen- 
tation — ‘‘Personnel Administra- 
tion with Record Control.’’ There 
is no cost or obligation. 


Public Utilities Fortnightly 








ses 


National Bank, Civil Aeronautics Authority, State of 
California, Civil Service Commission, Lit Brothers, 
Mutual Benefit, Health & Accident Assoc., American 
Water Works, and Washington Gas Light Co. 


PROFITABLE PERSONNEL ADMINISTRATION 


You must know your personnel to benefit fully from their 
capabilities . . . to promote, demote and shift. You must 
have at your fingertips, in quickly accessible form, all the 
facts. Only in Kardex will you find the speed and surety 
of reference and analysis. Only in Kardex will you find 
all the control and profitable personnel administration 
aids. 


You should take advantage of the accumulated experience of many 
leading organizations in profitably solving personnel record keeping 
problems. Send today for Remington Rand’s new leather-bound folio 
which incorporates all the latest developments in personnel record 
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Name 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 193-256, from 38 PUR(NS) 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Valcan unit makes notable 

4 year record in latest design, 
twin furnace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Pablie Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 
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ulcan unit in twin-furnace Foster Wheeler steam 
merator completes 4 years’ service with NO TROUBLE 


... This despite unusual problems presented by 
ovel boiler and furnace design. 

...As the drawing shows it was impracticable to 
nstall soot blowers from the front of the boiler as the 

hace construction precluded installation of con- 
entional type of elements and bearings to provide 
cessary protection and support. 

-.. Hence, entry was made at the back necessitating 
arrying the elements a distance of about 26 ft., through 
he ae and boiler tube banks to the super- 
eater. « 


ection, dependable support, and at the same time 
D ovide for expansion and contraction without danger 
Df cutting tubes. 


Solution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
ment fo the ——— ber Nt eng “a -_ 
providing specially design i to ho C) 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where jit could be taken up by a suitable expan- 
sion joint. 

. .. Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
aduplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. ». Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and operating prob- 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOonrTAIGNE 





E..E. Cox 
U. S. Representative from Georgia. 


EpitoriAL STATEMENT 
Broadcasting. 


Epwarp L. SHEA 
President, The North American 
Company. 


HerBert R. ANDERSON 
Retiring president, Highway Con- 
tractors’ Division, American Road 

Builders’ Association. 


RALPH Bupp 


Transportation commissioner, Ad- 
visory Commission to the Council 
of National Defense. 


Avo_F A, BERLE, JR. 
Assistant Secretary of State. 


Henry A. WALLACE 
Vice President. 


Jesse H. Jones 
Secretary of Commerce. 


Donatp M. NELSON 
Director, Division of Purchases, 
Office of Production Management. 


Tom WALLACE 
President, The American Society 
of Newspaper Editors, 
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“We cannot wage a war on WPA principles.” 


¥ 


“In broadcasting, we are accustomed to the ‘crisis-a- 
day’ diet.” 


¥ 


“To a large extent holding companies are the very 
sinews of American industry...” 


¥ 


“The railroads are on their way to becoming bottle- 


neck No. 1 of the second World War.” 


¥ 


“|. . for some years the transportation plant has been 
too large for the needs of the country.” 


¥ 


“We need the 2,000,000 additional horsepower of St. 
Lawrence electricity—we are short of power at this 
minute.” 


¥ 


“We can’t do all the planning and organizing in Wash- 
ington, and we have no desire to centralize all the plan- 
ning there.” 


¥ 


“Freedom of the press is a part of the heritage of every 
free-born son of this democracy. It is a vital fundamental 
of our way of life.” 


¥ 


“ 


we dare not let ourselves use our defense pro- 
gram to complete the process of making big business 
bigger and little business littler.”’ 
¥ 

“We have indulged, maladroitly and mistakenly, a su- 
periority complex with regard to Latin Americans who, 
as a result, have shrugged their shoulders. They have 
known us too largely through hard-boiled concessionaires 
whose government, too often, has the concessionaire view- 
point,” 
12 
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TYPICAL of many Burroughs 
developments is this statistical- 
accounting machine that saves 
hours in getting vital figures. 


Control Figures 


y that are vital 
ODAYS BURROUGHS : 
to Production 
MACHINES 
‘ . MANAGEMENT FIGURES— 
rovide control tiqures faster | v=! sexe snc. 


cisions, quick action. 
=New Burroughs machines and features provide every 


Mtype of record and figure control in less time, with MATERIAL CONTROL— 

Records that control the flow 
of materials to scheduled rate 
of output—furnish up-to-the- 
minute statistics and reports. 


less effort, at less cost. 


Burroughs representatives will gladly demonstrate these 
new developments and show you how they specifically 
meet today’s problems. Telephone your local Burroughs LABOR ACCOUNTING— 
Earnings calculations, wage 
accruals and payroll records 
that insure proper payment of 
personnel—provide adequate 
statistics and reports. 


2 
Todays COST RECORDS— 
49 Cost-to-date figures — available 
B Uu Yr | h Ne, every day—that provide ex- 
@) u penseand production controls 


and statistics for review. 


office. There is no obligation on your part. 


| BURROUGHS ADDING MACHINE COMPANY, DETROIT,._MICHIGAN 








DOES THE WORK IN LESS TIME + WITH LESS EFFORT » AT LESS COST 
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14 REMARKABLE REMARKS—( Continued) 
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President, Portland General Elec- 
tric Company. 


SUMNER T. PIKE 
Member, Securities and Exchange 
Commission. 


HERMAN RUSSELL 
President, Rochester Gas & Elec- 
tric Corporation. 


Nites TRAMMELL 
President, National Broadcasting 
Company. 


Davin E. LItiENTHAL 
Director, Tennessee Valley 
Authority. 


WILLIAM R. WHITE 
New York State Superintendent of 
Banks. 


FRANKLIN DELANO ROOSEVELT 


ArtHuUR H. VANDENBERG 
U. S. Senator from Michigan. 


FRANKLIN J. GRIFFIN 
Boston investment banker. 
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“I think it is high time that the electric utility indus- 
try of the Pacific Northwest let it be known far and 
wide that it is not going to be kicked around,” 


¥ 


“Integration and simplification will increase utility 
managerial and operating efficiencies which are essential 
to the effective mobilization of industry for defense pur- 


poses.” 


¥ 


“The power shortage bugaboo has for its purpose dis- 
crediting of private utilities to justify in the public mind 
vast governmental undertakings, such as TVA, Grand 
Coulee dam, and the St. Lawrence seaway.” 


¥ 


“I do not purport to know why such a bombshell [FCC § 
monopoly report] should be exploded at this critical time 
in the life of our country, when the fullest use of the 
nation’s radio facilities is demanded.” 


* 


“The TVA is a new and different instrument of de- 
mocracy—something new under the sun. It shows de- 
mocracy can adapt itself. TVA is building a bridge of 
understanding between government and farmers, labor, 
and businessmen.” 


¥ 


“One of the things we must guard against in this 
critical era is wasted effort. Materials, man power, and 
tools should be utilized to the utmost in the prosecution 
of our defense effort. This is not the time to manufacture 
nonessentials.” 


¥ 


“We must have more ships, more guns, more planes— 
more of everything. This can only be accomplished if we 
discard the notion of ‘business as usual.’ This job can- 
not be done merely by superimposing on the existing prou- 
ductive facilities the added requirements for defense.” 


» 

“,. 1am very happy, indeed, that the able senior Sena- 
tor from Maine [White] has clothed the ‘Quoddy’ de- 
bate with a pleasant and kindly word about this project. 


I merely observe that the Sénator practices the human 
habit of speaking only good of the deceased at a funeral.” 


» 


“The predicament of the utility industry, as relates to 
increasing gross revenue and stationary net income, is 
not unlike that of Alice in Wonderland. ‘It's a slow sort 
of country,’ said the Queen to Alice, ‘here, you see, it 
takes all the running you can do to keep in the same 
place.’” 





utility 


e neat, streamline 

earance—easily ac- 
time Mible to inspection and 
f the Mstment. 


uperstructure nec- 
ry—easily mounted 
all or ceiling. Note 
gap between phases. 
es can be round or 
are as shown below. 

















All stresses taken by mounting 
frame with insulators in compres- 
sion loading under all conditions. 


\ Gasketed covers are housings only, 
—take none of the stress. 


Installation and adjustment made 
before covers are put on. 


Housing covers can be removed 
easily for inspection. 











METAL ENCLOSED 
BUS—E1iminates 


Interphase Shorts. 


Expensive equipment investments may now be safe-guarded 
from interphase shorts often due to dust pocket flashovers 
in congested areas where buses are exposed, or due to 
support structure failure. Here is a new outstanding design 


consistent in cost with any type of bus structure. 


AILWAY ann INDUSTRIAL ENGINEERING CO. 


PREENSBURG, PA. ..... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
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ine three units selected from the numer- 
ous purchases of this type by public utili- 


ties during 1940, emphasize the range of capa- 
city requirements which are admirably served 
by the VU Steam Generator. There are no 
essential differences of design among the three 
units. Drum sizes, amount of heating surface 
and general dimensions of the VU Unit are 
varied in standard increments to suit the re- 
quirements of the individual job. 

Such standardization offers two important 
benefits to those public utilities which will pur- 
chase additional steam generating equipment 
during 1941. First, is the result of painstaking 
refinement of design and excellent quality of 
construction which qualify the VU Unit to 
meet the stringent requirements of public util- 
ity service with their need for the high thermal 
efficiency and low maintenance which provide 
economical steam generation. Yet no premium 
is added to the first cost for the extensive re- 
search and development which preceded the 


*Also available for capacities as low as 30,000 Ib per hr. 


60,000 Ib 


capacity 
60,000 Ib VU Unit for a mid- 
western public utility. Design 
pressure 500 Ib. Total steam tem- 
perature 735 F. Fired with pul- 
verized coal. 


introduction of the VU Steam Generator. 
The second benefit may be even more im- 
portant under present circumstances. With the 
preliminary engineering work of this standard- 
ized design already completed, the public util- 
ity needing additional facilities can avoid some 


of the delay which might be occasioned by the fix 


heavy production schedules prevailing today. 

VU Units are virtually universal in applica- 
tion. Besides providing capacities from 30,000 
to 300,000 Ib of steam per hr, they are in serv- 
ice in plants located in all sections of the coun- 
try. They are burning all kinds and grades of 
fuel and are meeting a wide range of service 
conditions. That they are turning in impressive 
records of performance is proved by the numer- 
ous repeat orders which are regularly received 
from highly satisfied customers. 

Examine a few of the outstanding features 
of the VU Steam Generator which are de- 
scribed on the right hand page. Additional in- 
formation will gladly be forwarded on request. & 


A-570 


C-E Products Include all types of boilers, furnaces, pulverized fuel systems and stokers; also Superheaters, Economizers and Air Heal 


COMBUSTION 
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150,000 Ib 


iJ 
capaacit 
150,000 Ib VU Unit for a mid- 
western public utility. Design 
pressure 725 Ib. Total steam tem- 
perature 835 F. Burns pulverized 
coal or oil. 
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300,000 Ib 


os 
capacity 
300,000 Ib VU Unit for a south- 
ern public utility. Design pres- 
sure 1,000 Ib. Total steam tem- 
perature at the superheater out- 
let 910 F. 





fad vantages of the 
VU STEAM GENERATOR 


SYMMETRY 


Each elemental section includes the same 
amount of furnace volume, of boiler heating 
surface and of superheater surface as any 
other. Gas volume, velocity and temperature, 
at any point from front to rear, are prac- 
tically constant across the width of the unit. 


SUSPENSION 


Overhead suspension of all pressure parts of 
the unit provides complete freedom of ex- 
pansion in all directions to compensate for 
the effects of temperature changes. Abnormal 
mechanical stresses in pressure parts are 
thereby eliminated and freedom from leaky 
joints is assured. 


QUALITY STEAM 


The most active of the steam producing tubes 
enter the drum above the normal water line 
and discharge uniformly across the full drum 
length thereby reducing turbulence and as- 
suring a stable water level and dry steam 
even under adverse conditions. 


STEEL ENCASED 


Within a permanent outer steel casing, the 
combination of shaped tile, refractory and 
100% insulation reduce to a minimum the 
heat losses caused by radiation and air in- 
filtration. A uniformly low surface tempera- 
ture minus hot spots is maintained and up- 
keep is negligible. 





se furan mere 
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PMBUSTION ENGINEERING COMPANY, INC. 200 Madison Avenue, New York, N. Y. 


ENGINEERING 
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An automatic, electrically driven attach- 
ment that feeds Egry multiple copy con- 
tinuous forms in perfect alignment in pre- 
determined length on to the platen of 
your Elliott Fisher. The new, speed way 
to write all business records, to accomplish 
more per day by doubling the output per 
operator; to wipe out delays, lost motion 
and waste. 


DEMONSTRATIONS 


Without cost or obligation the Egry Controller 
will be demonstrated in your own office on re- 
quest. Phone, wire or write. Get the most out 
of your Elliott Fisher by vastly increasing its 
usefulness with the Egry Controller. Address 
Dept. F-73 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 
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Half a Job 
'is Worse than None 





URE, we sell store fronts—one 
J every few minutes of every 
yorking day, to be exact. But we 
ould rather not sell a front than 

install one that does only half a 
pbb. If a front won’t increase that 
ustomer’s business, we don’t want 
im to buy it. That’s just plain 
Don’t you feel the 
ame way about your sale of in- 
reased illumination? 


Our fronts are much more effec- 
ve when illumination becomes an 
tegral part of their styling—and 
hen the interior of the store and 
isplay windows are highly illumi- 


nated. For this reason it is logical 
for our salesman to suggest in- 
creased lighting to his store front 
prospects. 


But, by the same token, it is 
equally sound reasoning for com- 
mercial lighting salesmen to sug- 
gest new fronts to their prospects. 
Only by such cooperation will we 
both avoid doing “half a job.” 
We'll do our share. How about 
your 


When you think of store fronts, 
think of “Pittsburgh” Pittco Store 
Fronts . . . the leader in the field. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PITTSBURGH stands for Zuality Glass and Print 
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Leen’ 


2” million 


6" million 


MODERN INTERCHANGEABLE PARTS 
IN AN 1899 TRIDENT WATER METER 


The Story of a Sound Investment 


apart from all others, as a profitable investment, 
and as a dependable source of Water Works 
revenue. 


T= essential facts set the Trident Water Meter 


First — this water meter was first produced in a 
form so basically correct, so fundamentally right for 
its purpose, that its basic design has never been es- 
sentially changed. That is to say, later improvements 
have not made older Trident Meters obsolete. 

Second — every essential improvement in Disc 
Water Meters made in the last 40 years is found in 
the modern Trident Meter today. . . 

— and can be incorporated in Tridents made as 
long as 40 years ago, by means of modern Trident 
interchangeable parts. 

Think! Even in 1899, there were such ‘‘modern”’ 
Trident pioneering features as the Breakable Bottom, 
the Thrust Roller and the Snap-Joint Disc Chamber, 
which protect accuracy and reduce maintenance cost 
in Trident Water Meters today. 

) At first, as the initial million Tridents were pro- 
duced, improvements (such as heat proof renewable 
bushings) were minor . . . but the basic design of 
the Trident Meter remained unchanged. New model 





did not supplant older ones. 
Then, as the Trident millions swiftly mounted, 
Neptune pioneered in new ways to improve and 
protect meter accuracy and prolong life—still without 
the necessity of changing the basically correct design 
of the meter, without making old models obsolete. 

The year 1919 saw the introduction of such further 
technical developments as the Trident Oil-Enclosed 
Gear Train. Screwless Registers were perfected in 
1921-24; the 3-part Disc in the latter year; the Pro- 
tective Sand Ring two years later; then in 1939 came 
the Thrust Roller Bearing Plate . . . all readily in- 
serted into old Trident Meters. : 

Remember one thing —all this time the basic 
Trident Meter design has r ined unchanged. In 
other words, Trident Meters of yesterday can logic- 
ally be made “better than new”, by the insertion of 
the interchangeable parts of TODAY. Interchange 
ability was, and is, the basic principle and policy of 
Trident Meter design. 

Today the Trident Meter remains, as it always has 
been, the best water meter on the market, if the testi- 
mony of more than 6 million made and sold (the gre! 
majority still in service) is a true criterion of value. 





NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 
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“My bank account 
proves thata 
jobs-Rated Hick 
saves money! 


TRUCK BUYERS row 


another Dodgel” 


GO TO 
MARKET 



























































ounted, f= 
ve and 


withowl sure the swing’s to Dodge Job Raked Trucks! 
pre's why: A truck that fits the job is a 

tter truck - - gives better performance - - costs 

ss to operate - - lasts longer - - saves time - - 

ves money! And new Dodge Job Ruled Trucks 

e the best trucks ever built - - best Quality - - 

"Mbst Value. Compare them with any truck at any 
ice! Be sure you get the most for your money! 


OOK AT LOOK AT LOOK AT VIVO LOOK AT 


tae Ow PRICED 
Priced Truck A’ Low Priced Truck B’ Ab: THESE DODGE 
DODGE Ls Xaed TRUCKS LOW PRICES 


irl ae > » Ve Chassis..'500% Pick-Ups 630 
e gre Panels ..‘730 


alue. Chassis ..°595 Stakes . 740 


(WITH CAB) 


D Ei e hy D Oo tf D 0 D fo = Above prices are delivered at Detroit, Federal taxes included. 
Transportation, state and local taxes (if any) extra. Al 


an 
prices shown are for ¥4-ton except stake model 


als 
“\. TRU CKS *“4-ton. 112 standard chassis and body models available. 
sco PRICES AND SPECIFICATIONS SUBJECT TO CHANGE WITHOUT NOTIC 


_ Prt -Raltal MEANS: A TRUCK THAT FITS YOUR JOB! 
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SELL COMFORT for isolated spot 


GRINNELL ELECTRIC TYPE THERMOLIER OFFERS 
UNUSUAL OPPORUNITIES AS A LOAD BUILDER 





F) Ideal Heating Equipmer 


for: TEMPORARY CONSTRUCTION 
BRIDGE CONTROL HOUSES 
VALVE HOUSES 
GATE KEEPERS’ HOUSES 
FILLING STATIONS 
PARKING LOTS 
GARAGES 
DRYING PROCESSES 
WAITING ROOMS 
CRANE CABS 


Grinnell Thermolier, Electric Type, opens 


new markets for efficient heating in isolated 





spots. 


It provides simple, easy installation. Consider | THE HEATING 


it either for your own plants or as a top-notch ELEMENTS 
specialty for your Sales Department. The spe- 
E i y I : . P G-E Strip Heaters, specially built, 
cially built electric fan combined with a pro- with protective coating good for 
1000° F, mounted to allow for expan- 
a ee Pe : sion, protected against over-heating 
even heat. Six sizes and capacities. Write for by thermal over-load cut-off which 
disconnects heating element if fan 
¥ : ; stops. Cut-off easily reset by a button 
Offices, Providence, R. I. Branch offices in prin- control. 


tected heating element assures a full measure of 


full details. Grinnell Company, Inc., Executive 





cipal cities of the United States and Canada. 


GIRTININIIS IAIN SERIO NBII 


THE UNIT HEATER WITH 14 POINTS OF SUPERIORITY 
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ut of the Night 


OS ANGELES it is 


troit, one; in Schenectady, it is two 


ten o'clock; in 


k in the morning. 


os Angeles a young riveter moves a little 
down the row of rivets that stitches a 
ing airfoil. In Detroit a helmeted welder 
trates on the harsh arc that knits two 
of one-inch steel plate. In Schenectady a 
n machinist watches a little more intently 
the tool that pares a precise 1/1000 of an 
rom a 20-inch steel shaft. 


ten! You will hear them: staccato beat of 
. crackle of welding torches. . . 
whisper of turning lathes. The sounds of 
ica working! 
bk! You will see them: factory windows 
at night . 
ilight 


. long freights rolling by in 
somewhere in Newfound- 
six bombers, motors idling, poised east- 


GENERAL 


ward on a runway in the gray dawn. The signs 
of America producing! 


Many men, many places, three shifts. But ome 
job—to make America secure. 


Different machines, making different things— 
bombers in Los Angeles, tanks in Detroit, 
generators in Schenectady. But behind them all 
one universal force: electric power—turning 
lathes, joining metals, providing a changeless, 
universal light. 


For more than 60 years electricity has been 
the power that makes all work kin. In itself one 
of the major industries that have contributed so 
much to American life—contributing now in 
its own right to national defense—electricity is 
today vital to all the others as they labor ‘‘all- 
out’ in America’s defense. General Electric Co., 
Schenectady, N. Y. 


ELECTRIC 


962-211B6-211 
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Just Published! 





How fo wire 


residential, farm 
and industrial 
buildings 


for light and power 


Step-by-step methods fully and simply explained in this 
new single, sensible book—showing you: 
© the ABC of electrical science 
© the basic materials and jobs of wiring 
© how to plan installations 
® how to wire old and new buildings 


NEW SECOND EDITION 








PRACTICAL ELECTRICA, (°° Srcpters covet 
1. éaanaun ae fe 
WIRING trical principles and meas 


ments ; basic devices and circ 
By H. P. Richter wire, sizes and selection; 6 


; ps : nections and joints; resides 
Member, International Association of Electrical Inspectors and farm se etc. om 


521 pages, 5!/, x 8, 457 illustrations, $3.00 Planning an installation; sped 
: Q outlets; switches and other 
| een is a complete course of instruction for those vices; old work; farm wifi 


. so isolated lighting plants; wi 
who want to learn how to do electrical wiring. apartennes teusee; Ge. 

Begins with very first elements and takes the reader rE: 
aia : Planning non-residential insta 
by easy steps, plain instructions and methods, to the tions; non-residential _ lightis 
completion of typical wiring jobs in accordance with miscellaneous problems; wi 
] P ‘ : for motors; wiring — schol 
official requirements of the 1940 National Electrical offices, stores, churches; etc. 


Code. Employs simple language; 


fi h ti d th 
tothe minimum necessary for {USE THIS CONVENIENT ORDER COUPON 


understanding of the work; covers Public Utilities Fortnightly 
medium voltage jobs of the types Munsey Building, Washington, D. C. 


that are most in demand. Please send me a copy of Richter’s Practical Electrical 
Wiring postpaid. I enclose $5.00 in 


REVISED THROUGHOUT O check ( money order [( cash 

in accordance with the 
1940 NATIONAL ADDRESS 

ELECTRICAL CODE CITY AND STATE 




















MORE ELECTRIC HEAT 


63 CHROMALOX 
STRIP HEATERS 


mounted vertically around 
this tank, provide an operat- 
ing temperature of 960 deg. F. 
Power supply 230-V, 3-phase. 
Uniform heat is assured by a 
Pyrometer controller with 
suitable contactor. 


Chromalox strip heaters can 
be supplied flat (as illustrated 
at the left), curved in cross- 
section to fit snugly against 
pipes, or curved in length to 
encircle round tanks. They are 
one of many available forms 
and types of Chromalox units. 


The completely 
insulated salt 
bath in operation. 
Two-thirds of 
this furnace is 
below floor level. 


THIS 35 KW. 


CHROMALOX 


ELECTRIC HEATER 


. has been building load 
24 hours per day for 6 years 


An aircraft plant now humming with defense 
production, operates the electrically heated salt 
bath pictured, heat treating aluminum 24 hours 
per day. 

Like many other Chromalox heated industrial 
applications, this furnace produces increased 
revenue for the utility because much of this 
load is off-peak. 


Defense industries everywhere want faster 
and better means of heating their productive 
processes, machines, tanks, etc. Wiegand elec- 
tric heating experts will work with your engi- 
neers in meeting this need. 


Let us discuss your specific problems. 


EDWIN L. WIEGAND COMPANY 


7500 Thomas Blvd. ® Pittsburgh, Penn. 





~HROMALOX 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 


Natural and Butane Service 


Write for bulletin. ¢ 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 


Check OF BTU CONTENT AT ANY POINI 
G — ALONG THE LINE WITH 


— CONNELLY CALOROPTIC 








Under the peak loads imposed by present day produc- 
tion schedules, close control of BTU content is essential. 
The Connelly Caloroptic provides constant visual read- 
ing in BTU without any log, corrections or calculation. It 
can be installed in a permanent position or used portably, 
making it a simple matter to make spot checks of BTU 
value at any point in the manufacturing and distributing 
system. 
This constant visual indication of BTU content results in 
increased production, protecting against excessive varia- Ok 
tions in gas quality. In actual use in leading gas plants of ne binatic 
the country, the Connelly Caloroptic has proved conclu- 
sively that direct savings effected by its use will pay its 


initial cost many times during the first year. ; 
Write for 


illustrated bulletin 


oO ere elt 
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You perrd wl we a 
FORD TRUCK 
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Only the Ford has V-8 POWER, for smooth, eco- 





O FORD TRUCK engineers, the word 
exclusive” means “better” as well as 
‘different.” The lowest-priced Ford 
Truck has a number of exclusive quality 
features that help you haul better— 
faster—cheaper! 


See the Ford Dealer about the exclu- 
Sive and time-tested features which are 
available in Ford Trucks, but found 
in no others! Ask him to arrange an 
“on-your-job” test. With choice of 42 
body and chassis types, 6 wheelbases 


and 3 engine sizes, there’s a Ford com- 
bination for your loads! 


nomical and dependable operation. Users 
have a choice of two sizes of V-8 engines. 


Only the Ford has DIRECT DRIVEN DISTRIBUTOR for 
super-accurate timing. 


Only the Ford has CAST STEEL CRANKSHAFT AND CAM- 
SHAFT for exceptional resistance to wear. 
300% longer wearing. 


Only the Ford has PRECISION-SET VALVES — with 
intake and exhaust valve seat inserts—for 
longer life efficiency. No lifters to adjust. 


Vinny the Ford has STARTER BUTTON ON INSTRUMENT 


PANEL—leaving both feet free to operate 
pedals when starting on hills. 


[) TRUCKS 


AND COMMERCIAL CARS 
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SETS A NEW PACE IN ECONOMY, 
DURABILITY AND EFFICIENCY 


The Kinnear Steel RoL-TOP gives you all the advantages 
of a modern, upward-acting, sectional door plus durable, 
all-steel construction—extra value in longer wear under 
hard, daily service. Its rugged, galvanized steel sections 
provide lasting resi and the elements. They 
offer extra protection against fire, intrusion, weather, wear 
and accidental damage. And because this is a KINNEAR 
Door, you can be sure that maximum durability has been 
built into every detail of its space saving upward-acting 
design! 


The Kinnear Steel RoL-TOP is puilt in any size, with either 
motor or manual operation, and with any 
desired number of light sections. They are 

easy to install, in old or new buildings. 
Write today for complete information. The 
Kinnear Mfg. Company, 2060-80 Fields 
Ave., Columbus, Ohio. 


Offices and Agents In all Principal Cities 
Factories: San Francisco, Calif., Columbus, oO. 
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DEPENDABILITY .. . IN EMERGENCY 


OR IN ROUTINE SERVICE 


HE dependability of the telephone employee 

has become one of America’s traditions. Over 
and over again, in the face of danger from fire, 
flood or other destructive force, these courageous 
workers have displayed a loyalty far beyond the 
actual call of duty. 


Dependability is a part of the fabric of the daily 
lives of every man and woman engaged in tele- 
phone work. And dependability is equally an 
essential basic part of the equipment on which 
telephone companies rely. 





That is why Exide Batteries are found in so 
many small and large telephone exchanges or, in 
fact, throughout all the utilities where truly de- 
pendable battery power is required for any purpose. 





THE ELECTRIC STORAGE BATTERY CO. 


The World’s ‘Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 
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DAVEY TREE TRIMMING SERVICE Wilson, Herring and Eutsler's 


PUBLIC sae 
REGULATION 


1846 1923 571 pages, $4.00 


JOHN DAVEY 
Founder of Tree Surgery 
with emphasis upon the expanding role of the Fed \ os 
Government in the regulation of public utilitie 
Davey Lowers Your Costs activities in undertaking power projects and 
Ind : moting rural electrification, and the issues invo 
@ Industrious Men in governmental ownerships. The well-rounded 
e Good Organization ment and critical viewpoint will be of aid to all 
‘ are interested in evaluating the present statu gS 
e Broad Experience public utility regulation, its strengths, weaknesses, 
© Constant Supervision significance for privately-owned industry. 


Always use dependable Davey Service Order trom 


DAVEY TREE EXPERT CO. KENT, OHIO 


Public Utilities Reports, In 
D AV E Y T # E E h) E R Vv i C E Munsey Bldg. Washington, 0 
































12,000,000 mete 
now in service are old and uncompe 
saied, Considerahigy revenue ‘ene ten 
result from meted mod orn appliance 


loads with these kncompensated meters. 





With modern San jc n 
however, the loads 
diversified electric 
ered accurately 


nue for all load 














TTTIT TR itt —— 


$ PR ee TEL Oe kk 0 IS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





ce 


ountants! Engineers 


DITTO 


Is YOU MULTIPLIED 
MANY TIMES! 


p days, when personal effectiveness means so much, 
Must turn to Ditto—to increase your influence, to 
e yourself of detail, to be set for the demands 
e opportunities of this day! 
report operations alone, Ditto can be like an 
staff of assistants to you... you'll know why this is 
hen you see what other utilities men do with Ditto! 
hout type, stencil or ink the new Ditto D-44 
s 300 and more bright copies of anything written, 
or drawn... rate schedules; operating and prog- 
reports; specifications; engineering drawings; 
e, factory and work orders; forms, and the like 
0 copies a minute, in one to four colors at once, 
rt the first 100, 3c thereafter. Originals can be 
repetitively—excellent for cumulative reports. 
ke your department more effective—get the whole 
of Ditto’s public utility performance on gelatin 
uid duplicators. Use coupon for free idea-booklet, 
ries, Their Place in Business.’ No obligation! 


ae 


¥ ae ts 

Sees ARN 

Soo 
eee ee 


DITTO, Inc., 636 So. Oakley Blvd., Chicago, Ill 
Gentlemen: 

Send me copy of your book, “Copies, Theij 
Place in Business.’’ No obligation. 


NGMO BRevcccccccccccccccscccccccvcecccscces 
POSHIOM o vccccccssccccccccese 


COMPANY vs sccccccccececceccvccceseee 
AdArESS .acccccccccccccccccccccccccocccces es 








32 Public Utilities Fortnightly July 3, Fact 


‘Are you KEEPING POSTED 
on public utility 





developments? 


Do you know how the latest develop- 
ments and changes affect the public 
utilities’ place in our economic 
structure? Now you can get a clear, 
understandable picture, for 


THIS NEW BOOK »> 
GIVES YOU A FULL 
AND FRESH APPRAISAL 


of problems confronting public i — : 
utilities today — Just published! >: 


ag) 


This book is designed to show the place 

which public utilities occupy within our PUBLIC UTIL 
economic structure and the special problems 

of price control service supervision, security 

regulation, etc., which the march of events ECONOMICS 
since 1933 has brought about. 


Accepting the dominance of private owner- 
ship in all fields but water supply, the book By C. Woody Thompson 


is primarily an illustration of institutional 
economics. The book draws upon the litera- and Wendell R. Smith 
ture of 47 state and four federal commis- Instructor in Commerce, State 


ei a gi 


pore. 
? bs 


Associate Professor of Economics 


CoRROS!I 


sions, one federal and 48 state judicial tproof, J 
rovide mg 


system, as well as many trade 726 pages, 6 x 9, illustrated, $4.5 lite anc 
and semiofficial organizations. Pe stallatic 


USE THIS CONVENIENT ORDER COUPON Sfransite 


e mater 
Public Utilities Fortnightly pose. 
Munsey Building, Washington, D. C. 


Please send me a copy of Thompson and Smith’ 
Public Utility Organization and Finance sear UTILITY ECONOMICS postpaid. | enclo 
Techniques of Regulation C) heck 
The Problem of Reasonable Rates 
Rate Making Theory and Practice 
The Marketing of Utility Service 
The Tennessee Valley Authority 


The Problem of Security Regulation 


University of Iowa 











Answers your questions on:— 


C) money order 
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Facts You Can Use to Cut Distribution Costs 


CORROSION-RESISTANT, rustproof 
tproof, Johns-Manville Transite 
rovide maximum assurance of long, 

life and low maintenance when 

d on exposed locations. On many 
installations, such as the one shown 
ransite Conduit outperforms more 
e materials commonly used for 
pose. 


FOR 
EFFICIENT, 


AINTENANCE costs stay low when 
Transite Ducts are used. Entirely 
inorganic and non-metallic, these asbestos- 
cement ducts are highly resistant to cor- 
rosion. They can’t rust or rot... won’t burn. 
Yet low maintenance is only part of the 
savings made by using Transite Ducts. 
Supplied in long, light lengths, these dura- 
ble cableways are installed quickly and 
easily; thus, installation costs are kept low. 
For details, write for brochure DS-410. 
Johns-Manville, 22 E. 40th St., N. Y. 


4 


UNUSUALLY WEATHER-RESISTANT, 
these asbestos-cement ducts may 
be safely stored outdoors. Their 
sustained strength permits piling 
to convenient heights without 
distorting or crushing the duct. 


UNIFORMLY STRONG AND DURABLE, 
J-M Transite Conduit needs no 
protective casing underground. 
And its tough asbestos-cement 
composition offers superior pro- 
tection against corrosive soils. 


~ §¥| Johns-Manville 


TRANSITE DUCTS 


TRANSITE KORDUCT ... For instal- 
lationinconcrete. Thinner walled, 
lower priced, but otherwise idene 
tical with Transite Conduit. 


LOW-COST 
SERVICE, 
SPECIFY... 


TRANSITE CONDUIT... For 
useunderground without 
@ concrete envelope and 
for exposed locations. 
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The photographs show two interesting south- 
ern utility plants in construction — the 
Chickasaw Station of Alabama Power Com- 
pany near Mobile, and Plant Arkwright of 
the Georgia Power Company near Macon. 
These stations are installing three Elliott 
400,000-Ib.-per-hr. vertical deaerators 
mounted on storage tanks—one unit at 
Chickasaw and two at Arkwright. (Plant 
Arkwright, in addition, is putting in two 
Elliott 31,300-sq.ft. condensers.) The deaera- 
tors, of Class | welded construction, are 
designed for an operating pressure of 100 
Ib. gage. They act as the No. 3 heater in a 
four-stage extraction heating system. Thus 
deaeration is obtained along with feed heat- 
ing at very incidental cost. The storage tank 
provides for feedwater additions or rejection. 
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Deaerator and Heater Department EAERATORS 
JEANNETTE, i. : ; 
District Offices in Principal Cities Se sue i cconokaunen: oe 


The steel skeleton of a fine new power plant thrus 
upward against the sky. Before it is completed, hig 
up within the framework appears the form of an Elli¢ 
deaerating heater. 


The high position of this unit might be consider 
symbolic of the importance to modern plants of fee 
water deaeration. For designers agree that comple 
removal of oxygen from feedwater is a paramou 
consideration in high-pressure stations . . . and that 
comparatively low cost of a deaerating heater is 
bargain in trouble prevention and operating tranquility 


Elliott pioneered deaeration, and the unparallele 
experience of our engineers is at your service int 
designing and building of deaerating equipment | 
any required size, fitted in form and in accessories! 
your space and heat balance requirements. 

In matters of deaeration, talk it over with t 
Elliott engineers. 
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q a a sprepentons Telephone Association will hold meeting, Lansing, Mich., July 





q ag Annual Appalachian Gas Measurement Short Course will be held, Morgantown, 
, Aug. 18-20, 1941. 





{ National Association of Railroad and Utilities Commissioners will hold convention, St. 
Paul, Minn., Aug. 26-29, 1941. 








q Municipal Electric Pag > Association of New York State will hold meeting, James- 
town, N. Y., Sept. 3-5, 1941. 








{ Mid-West Gas School and Conference will be held, Ames, Iowa, Sept. 8-10, 1941. 








q Pacific co Gas Association wili hold convention, Del Monte, Cal., Sept. 
10-12, 194 





q Empire State Cos hae Electric Association will hold meeting, Saranac Inn, N. Y., 
Sept. 11, 12, 194 





q American sag? Works Association, New York Section, will convene for fall meeting, 
Glen Falls, N. Y., Sept. 11, 12, 1941. 








{ Association of American Railroads, Telephone Section, will hold meeting, Cincinnati, 
Ohio, Sept. 23-25, 1941. 





American te ig Association will convene for annual meeting, Atlantic City, N. J., 
Sept. 27—Oct. 2, 1941. 





1 ee Th Bar Association will hold annual convention, Indianapolis, Ind., Sept. 29- 
ct 





7 } tee A Sites © ae Telephone Association will hold convention, Chicago, Iil., 
ct. 14— 





1 ioe Gas Association will convene for annual meeting, Atlantic City, N. J., Oct. 
—24, 1941. 











| American Public Works Association will hold meeting, New Orleans, La., ¢ 
Oct. 26-29, 1941. 
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Elsie Hafner ain ’ r Courtesy, Ferargil Galleries, N.Y. 


“Highway to Frisco” 
From a Painting by Barse Miller shoe 
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The Utilities and the War 


The technician problem, protection of drafted 
employees, and elaborate precautions 
against sabotage 


By HERBERT COREY 


than a million men and the war 
emergency does not run longer 
than a year or thereabouts, the utilities 
will not worry about man power. They 
= will not need to. 
“We will all worry, of course. The 
shoe pinches a little on every foot...” 
But the utilities can get along. They 
will have a few of their younger men 
drafted—might as well use the good 
old word “drafted” for the operation; 
if you call a conscript a selectee the 
word may look prettier in print but 
baloney is still -baloney—and a few 
others have been members of the Na- 
tional Guard and the Naval Reserve 


[ the new Army is not to be more 


and the ROTC. But the utilities will 
not be bothered by this. Some of their 
more blood-pressured officials may 
stamp around a bit, but this is not 
likely. So far as I know every utility 
in the United States is trying to do 
everything possible to make the de- 
fense program run smoothly. Any 
utility that is being bothered by the 
pure mechanics of releasing a few 
young men to go into the Army has a 
wrong spot somewhere in its manage- 
ment. 

But if the Army stretches into 2,- 
000,000 men the utilities will have 
plenty of trouble. So will every one 
else, of course, for a 2,000,000-man 
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Army would mean that the term of en- 
listment would be for more years than 
a 1,000,000-man Army. If the Army 
expands into 4,000,000 men, and that 
is what the heads of the Army have 
been talking ever since the expansion 
began, following the lead of the heads 
in the administration, then the utilities 
will be in a dreadful mess. So will 
every one else, of course. To take 4,- 
000,000 men out of the paths of peace 
and make soldiers of them would vio- 
lently interfere with the lives of every 
one of us. Perhaps the utilities would 
not lose more men than any other in- 
dustry. 

“But we would suffer plenty, 
the man, grimly. 


” 


said 


HE man is a composite figure, 
made up of men who know what 
is going on in the utility world. He 


talked hard sense: 

“The utilities need a continuous 
trickle of young blood,” he said. “The 
industry bears a certain superficial re- 
semblance to a government, for it has 
its different activities and departments 
and a kind of a civil service and merit 
system. It can get along now with the 
engineers it has in stock. But by and 
by the engineers would be wearing out 
or retiring on pension, and if it did not 
have a new line of engineers coming 
along it would be back of the eight 
ball. So we keep feeding engineers 
into the industry as they come along 
from the schools. Some of them fail; 
some become researchers and special- 
ists ; some are hired away from us; and 
some die, but there is a steady line of 
supply.” 

That line is slimming down a bit. 

It may be restored to what should 
be its normal later on. The Selective 
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Service Act seems due for a consider- 
able revision if it appears that the 
United States will actually get into the 
war. If that should happen, then war 
will become the foremost business of 
the United States. Everything else 
will be subordinated to it. Up to this 
moment—this is said with a deprecat- 
ing smile in practically every direction 
—the war effort of the United States 
has suggested the activities of Brown, 
who used to shave, hot towel, and hair- 
cut the learned members of the Cos- 
mos club. Brown explained his late 
arrival one day by the statement that 
he had been arrested : 

“T was out with my new automo- 
bile,” he said, “and a cop got me for 
amateuring in traffic.” 


B uT if we actually go to war we will 


all get busy and this is a nation § 
of businessmen who know how to get J 


busy. The Selective Service Act was 
something of a bungle to begin with 
and it has been administered in a hit- 
or-miss fashion. Men were taken with- 
in certain age brackets if they had not 
too many flat feet and if their reflexes 


were satisfactory and with little regard § 


to their relation to the social and in- 
dustrial structure. Germany handled 
the same problem in a more intelligent 
fashion. Men were not taken out of 
key positions just because they were 
born under the sign Sagittarius. An 
engineer was only clapped into the feld- 
grau if the army needed him as an en- 
gineer, and so industry was not handi- 
capped. It is true that Germany 
worked for seven years to dovetail her 
army and her industry and that she 
had learned something from the first 
World War. But all those lessons had 
been spread before us and we did not 
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study them. We are just beginning to 
get them now. 

“So,” said the man, “we are not get- 
ting the trickle of young engineers 
from the schools that we should get.” 

“Surely they are not all being tapped 
for the Army ?” 

“That isn’t it. All industry wants 
young engineers right now. American 
industry has done a superb job after 
starting from scratch. It has built, re- 
constructed, planned, and manufac- 
tured at a speed no other country in the 
world could match. Germany per- 
formed a miracle in seven years under 
a dictatorship. We will trump that 
miracle in two years. Of course young 
engineers are wanted. In the war indus- 
tries they are protected from the draft. 
Last month the first 155-millimeter gun 
ever built in the United States was 
§ turned out, and it will be followed by 
| —quien sabe?—thousands of other 
155’s. What do you think would hap- 
pen if a local board were to snatch 
some of the young engineers employed 
by the men who make the 155’s? 

“They would go on the deferment 
list. 

“Bill Knudsen would see to that. Of 
course, Knudsen is technically not as- 
sociated with the Selective Service ma- 
chinery. But he is in charge of pro- 
duction and he could and has pulled 
the wires necessary to see to it that 


q 


7 


“PROMOTION depends to a large extent on seniority, for unfit 
men are sifted out by the usual processes of business. There 
are various categories in which this applies, such as tech- 


such young engineers are saved to in- 
dustry. The young engineers know 
these things. The utilities lose their 
engineers for one reason or another 
and go to the schools to replace them 
and the young engineers give us the 
fish eye. 

“Can you assure us of deferment ?” 
they ask. 

“Sorry. We cannot.’ 

“*Elsewhere I can be assured. So I 
am not interested in your job.’ ” 


HIS was no complaint of discrimi- 
nation. Perhaps later the kink 
will be ironed out of the Selective Serv- 
ice Act. Nor was there even a sug- 
gestion that the young engineers were 
not justified in their insistence on get- 
ting into posts in which they would be 
protected. They know quite well and 
every one else knows that they will be 
of more value to their country in the 
positions for which they have been 
trained than if they were set to carry- 
ing Garand rifles. The rifleman will 
do the ultimate fighting, but he could 
not do it if he did not have the tools 
and, without the engineers, he would 
not get them. When the emergency is 
over the young engineer who has 
worked in his profession will be a more 
valuable man because of his experi- 
ence under pressure. 
“Of course they know that, too,” 


nicians, station operators, skilled distributors, and the like. 
At the foot of the ladder are the muscle men, but they need 
not stay there if they have the equipment with which to climb. 
These promotions will make a little bother when the men 


come home.” 


5 
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said the man. “If we could assure 
them the same protection, we could get 
the men we need. Perhaps we will be 
able to get deferment for them. If we 
do not—and this war emergency 
stretches out—and more men are taken 
for a possible 4,000,000-man Army, 
we will be in a very serious position.” 

Up to this place in the story we have 
been looking on the black side of the 
worst. The other side is the manner 
in which the utilities have been playing 
their part in the national drama. Un- 
fortunately there is no central deposi- 
tory of information and the statements 
that follow are based on known facts 
in local utilities that have been ques- 
tioned and the prevalent gossip in util- 
ity circles. Here and there may be an 
electric light and power company 
which has not made the generous pro- 
vision for those of its employees who 
have been drafted that is the rule in 
the industry. 


Eee telephone and telegraph com- 
panies have followed that general 
rule, so far as I have been able to learn. 
Radio is a newer and more volatile in- 
dustry, which in some respects has not 
found itself, and in certain other as- 
pects has been puzzled by the recent or- 
der of the FCC that the national hook- 
ups shall be dissolved. In some stations 
the employees who have been called 
have been protected, as in the electric 
light and power industry. It has not yet 
been possible to say that a rule has been 
established. 


Briefly— 

When an employee of a utility has 
been drafted the company gives him 
his usual pay for three months, less the 
military pay and allowances. This is 
not the invariable rule. Some com- 
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panies may not be so generous, al- 
though I have not been able to hear of 
any which have fallen under this stand- 
ard. His job is almost the most impor- 
tant thing in life to the average Ameri- 
can. It means a steady income, mar- 
riage, children, and ultimate retirement 


with safety. The youngster who goes ff 


into the Army is presumably ready to 
give a year or more of his time and 
take certain physical chances for his 
country’s sake, but he is not willing to 
suffer the loss of his job when he comes 
back. The first World War taught all 
the countries and the fathers of all the 
young men something about that. 
There is no more bitter taste in the 
mouth of the American Legion, even 
now, than the memory of workless 
days after the men of the AEF had 
been demobbed, while the men who 
had not gone to war were secure in 
comfortable jobs. There will be in- 
numerable entanglements to be faced 
when the emergency ends and _ the 


country tries to get back to normal, 


and one of the most dangerous lies 
hidden in the lost-job question. 


, l SHEREFORE the utilities will take 


back their drafted men when they 
return from the Army, and with no 
loss of seniority. 


There is no exception to that rule, If 


am told. No known exception, at 
least. Nor is any difficulty anticipated 
in taking in the returned men. During 
their absence their places have been 
filled, on a strictly temporary basis, by 
M. R.’s on the books, who are Mili- 
tary Replacements. It is to be expected 
that most of these M. R.’s will gradu- 
ate into regular positions, for the life 


of this country will go on, war or noj 


war, and electricity will be used and 


be cre 


| at all 
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Effects of Expansion of the Army 


ais the Army expands into 4,000,000 
men, and that is what the heads of 
the Army have been talking ever since the 
expansion began, following the lead of the 
heads in the administration, then the utili- 
ties will be in a dreadful mess. So will every 
one else, of course. To take 4,000,000 men 


out of the paths of peace and make soldiers 
of them would violently interfere with the 


lives of every one of us.” 


“< 


ma 





cables will be strung. Vacancies will 


-§ be created by the factors that operate 


| at all times—death, sickness, accident, 
buying a farm, marrying a girl who 
wants to move back to the home town. 
One of the larger companies has a pay- 
roll of about 35,000, and the annual 
eturnover runs from 1,000 to 1,500, 
which makes it plain that the M. R.’s 
need not worry too greatly about their 
jobs when the emergency ends. 
Meantime it is accepted that the 
draft process will compel a sort of 
musical chairs game in the local com- 
panies. If a drafted man has gotten his 
§ feet on the ladder of promotion, his 
call to the Army will mean that the 
man next below him will be moved up 
a notch. The utilities all work on a 
modified civil service plan. Promotion 
depends to a large extent on seniority, 
i for unfit men are sifted out by the 
usual processes of business. There are 
various categories in which this ap- 
plies, such as technicians, station oper- 
ators, skilled distributors, and the like. 
At the foot of the ladder are the muscle 
men, but they need not stay there if 
they have the equipment with which to 
climb. These promotions will make a 
little bother when the men come home. 


A DRAFTED man will be assured of 
his seniority—promotion and pay 
— but he may find the industry has 
moved during his absence. He has not 
been able to keep up with the proces- 
sion. Although he will be given the 
promotion and pay he would normally 
have earned he may find himself handi- 
capped. The utility chiefs have taken 
this into consideration and believe that 
time will iron out this particular kink. 
If the man has his job it will not take 
him long to stretch himself to fit it. 
The interests of the drafted em- 
ployee have been protected in other mat- 
ters as well. That is merely good busi- 
ness, of course. Most if not all the 
larger utility companies have coopera- 
tive schemes of various sorts, main- 
tained by the company and the em- 
ployee. In the Consolidated Edison of 
New York, the largest company in the 
world in the matter of assets and the 
number of meters served, a group in- 
surance plan covers sick benefits, medi- 
cal and dental care, and a convalescent 
farm upstate on which invalids may 
regain their normal vigor. It is not 
possible for the draftee to come home 
from camp for treatment by his own 
doctor at company expense, but his in- 
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terests are protected wherever they are 
affected by his temporary change of 
status. He cannot share in the social 
and athletic activities of his recent as- 
sociates, a set of generals and top ser- 
geants having taken over control of 
these things; but he is assured that his 
relation to the pension plan will not 
be affected by the fact that for some 
months he will be working for the 
Army instead of the company. He will 
not get his vacation from the Consoli- 
dated Edison this year, but at the end 
of fifteen years with the company he 
will be sure of his three weeks with 
pay in the summer, even if he did take 
a year or so off to go with the troops. 


HE Consolidated Edison has no 
credit union, and that is the case 
with many of the larger companies; 
but it has, and many others have, a sav- 


ings and loan plan and a mutual aid 


association. No encouragement is 
given by these aid associations—they 
are strictly codperative—to young 
men who would like to borrow money 
with which to buy a wrist watch for a 
blonde, but if a man gets in a real jam 
they are helpful and understanding. 
Many of these larger companies oper- 
ate group insurance plans, under which 
an employee can get from $1,000 to 
$10,000 protection on a joint payment 
plan. In the Consolidated Edison, at 
least, the company has taken over the 
payment of the entire premium during 
the Army service of the temporarily 
detached employee. 

In one respect the utility companies 
in their dealings with their M. R.’s 
have been exposed to an embarrass- 
ment. Every well-run company always 
did know about all there was to be 
known about a man before he was 
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taken into the service. He must be safe, 
careful, dependable, and courteous or 
he did not get the job, for perfectly 
obvious reasons. The writer personally 
does not believe that any other indus- 
try can match the utility in the quality 
of its man power. The slightest mis- 
take might result in a short circuit 
either in the power house or the legis- 
lature, and safety could only be secured 
by constant vigilance. This attitude of 
watchfulness has been stepped up im- 
mensely since it first became apparent 
that we might be drawn into the war. 

“The plain fact is,” said a general 
in the Army, “the country isn’t at war 
yet, but the utilities are.” 


N° general the writer has been able 
to find will say, in private and 
strictly off the record, that he has the 
least fear that this country might be 
invaded. The newly created Office of 
Civilian Defense, with Mayor Fiorello 
La Guardia of New York city at the 
head, is frankly regarded by these old 
Army hands as a means for interest- 
ing the people in the war more than 
they have been interested as yet. They 
would dead-hand it to death, if they 
could. They fear that if the OCD 
really gets under way, and with La 
Guardia’s capacity for huffing and 
puffing they suspect that it will get 
under way pronto, they will have 
earnest civilians in their Army hair at 
all times. Most of all, perhaps, they 
fear the helpful ladies of our great 
country. A helpful lady in full cry is, 
they say, one of nature’s most awe- 
some sights. 

But the generals are just a little rat- 
tled about the utilities. “They are at 
war now,” they say. “A traitor witha 
bottleful of acid or a hatful of metal 
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filings might do damage we fear to 
think of.” 

The generals did not have to tell 
this to the utilities. The utilities 
thought it for themselves. Long be- 
fore the Army got itself sufficiently 
untangled from its own troubles to 
offer any guidance, the utilities had 
taken all the necessary steps to 
guard their properties. Many of these 
precautions have been, for some incom- 
prehensible reason, labeled military se- 
crets, although they are in fact the most 
ordinary sort of common sense. 


HE action of the Consolidated 
Edison may be taken as a pattern 
which has been followed by practically 
every one of the larger companies. 
“Plants, machinery, and distribu- 
tion systems are being watched night 
and day; special fences and gates have 
been installed; floodlights illuminate 
some of the properties after dark; 
elaborate precautions have been taken 
to prevent unauthorized persons from 
entering company premises; two hun- 
dred special policemen are on the alert 
for harmful activities; and the em- 
ployees themselves are constantly being 
reminded of the important role they 
play in the company’s smooth func- 
tioning.” 


q 


e 


“WHEN an employee of a utility has been drafted the com- 
pany gives him his usual pay for three months, less the mili- 
tary pay and allowances. This is not the invariable rule. Some 
companies may not be so generous . . 


No city could be deprived of light 
and power for more than a short time, 
thanks to the interlocking system 
which Senator George W. Norris may 
even yet look on as an “octopus,” un- 
less subversive elements were able to 
synchronize an attack on a number of 
cities. This is not regarded as even re- 
motely possible. Nevertheless, threats 
are being constantly made against util- 
ity companies in most if not all of the 
larger cities. Many of these threats 
are in badly spelled letters on cheap 
paper, but the intent and the ability of 
the writers may not be measured by 
this fact. If a wave of enemy-inspired 
blackouts were to hit the larger cities, 
harm might be done in many different 
ways. Therefore there are to be no 
blackouts of this sort. In fact, as the 
generals said: 

“The utilities are at war today.” 


ee was found under a leg 
of a high-tension tower in West- 
chester county, New York. At three 
o’clock in the morning fire broke out in 
a coal conveyor tower at Waterside, 
and the bearings of a topping turbine 
were burned out. Other mishaps have 
taken place of which some might have 
been due to deliberate intent. No harm 
has been done as yet, but the Edison 


. There will be in- 


numerable entanglements to be faced when the emergency 
ends and the country tries to get back to normal, and one 
of the most dangerous lies hidden in the lost-job question. 
... the utilities will take back their drafted men when they 
return from the Army, and with no loss of seniority.” 


9 
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Company is taking all imaginable pre- 
cautions. Coal and equipment deliveries 
are watched practically from the point 
of origin to the place of delivery. The 
names of the crews on coal barges are 
listed and checked off at both ends of a 
delivery, and the men are escorted on 
and off the boats. Where construc- 
tion work is going on partitions are 
erected to divide the new area from 
the operating zone and only properly 
authorized men are permitted to work. 
Manholes are safeguarded ; electric re- 
lease devices have been fitted to doors 
and windows, and wherever a lock can 
be used it has been installed. 

But none of these protective means 


would be of any value if somewhere in 
a company’s register the name of a 
“wrong” man were to be found. Al- 
lowing for the fact that the FBI and 
the other government organizations 
have, for perfectly good reasons, placed 
emphasis on the danger of sabotage, 
it still is the case that there is a danger. 
In other industries this has not been 
fully realized as yet, according to au- 
thority. The utilities do realize it and 
have taken steps. The man who wears 
the badge of a utility company on his 
breast nowadays may be accepted as a 
good deal of a man. He has taken a 
stiff examination and passed with 
honor. 
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Two Faces to Defense Head 


74 EFENSE has two faces ... One face is determined and 

D aggressive. It is resolved to do the job of producing 
men and machines to make this country as strong in a military 
way as its responsibilities demand. This resolve is being carried 
forward by people who believe in the historical American meth- 
od. The other side of the defense head is not so reassuring. 
It looks upon a group of men who are essentially state Social- 
ists—men who would use defense as a means of attaining 
state socialism... . 

“For one we will have to work constructively and do all we 
can; against the other we will have to fight with every weapon 
at our command. Unless we win the second battle, the success 
of the first effort will result in an empty victory, for state social- 
ism in Germany or in America can mean only dictatorship.” 

—HAro_pD STONIER, 
Executive manager, American Bankers 
Association. 
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Thinking Ahead of Disaster 


Long before bombing became a hazard, the Los Angeles major 
disaster emergency council began planning against what might 
come in “Acts of God.” Public utilities have been active in this 
work, because they are always hard hit in natural disasters. How 
the council and its plan have been extended to war's disasters. 


By JAMES H. COLLINS 


| Tn 1924, Fire Chief Ralph J. Scott, 
of Los Angeles, since retired, 
looked about to see what help he 


might be able to get in fighting a con- 
flagration. 

Los Angeles had, and still has, a 
good record for putting out fires be- 
i fore they get beyond control, but a 
rear-guard action is as much a con- 
tingency for a fire chief as a general. 


Arrangements were made with 
neighboring cities for the exchange of 
apparatus and firemen in emergencies, 
and Scott discovered that there was a 
large private fire-fighting organization 
in and around the city—the oil com- 
panies, particularly, had good fire de- 
partments, and they were only one 
group. 

§ Scott listed these facilities, and then 

went on to survey and list emergency 
water supplies, such as wells, lakes— 
even Hollywood’s swimming pools; 
damage to water mains might make it 
9 vital to know where such reserves were 


to be found quickly. And from that 
he went on to explosives, cutting 
torches, cranes, motor trucks, demoli- 
tion equipment, with the men experi- 
enced in using them. 

Of course, inquiries were made 
among utility companies, and the rail- 
road, steamship, street car, telephone, 
telegraph, gas, and electrical companies, 
as well as the city’s municipal light and 
power department, got very much in- 
terested. This idea of looking ahead, 
and preparing to meet the unforeseen, 
was new. But it sounded sensible. 

“We would certainly be affected by 
a conflagration,” said the utility offi- 
cials. “Service would be disrupted ; we 
would have to make quick repairs— 
we'd better come into your picture.” 

So, the Citizens’ Preparedness Com- 
mittee was formed to study this and 
other disaster hazards. In some cases, 
Chief Scott had to “sell’”’ his idea, but 
the first set-up included the fire depart- 
ment, Southern California Telephone 
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Company, Pacific Electric Railway 
Company, Los Angeles Chamber of 
Commerce, and various interested 
citizens. Some money was contributed 
to pay expenses—not much, for the 
project has never been costly. The 
utility companies assigned engineers 
to work on the project. 

That was in 1926; and during the 
two years that followed, real progress 
was made. A survey was made of the 
city’s entire resources for emergency 
use in disaster. The No. 1 potential 
disaster was flood, the next an earth- 
quake, and the third a conflagration. 
Pestilence was also a possibility, for 
California had not long before gone 
through an outbreak of foot-and- 
mouth disease of cattle, necessitating 
complex quarantines, sterilizing, and 
the destruction of carrier animals. 


ig the peaceful, booming 1920’s, no 


thought was given to war or the 
bombing of cities! 

In 1933, Los Angeles county had 
the first earthquake in its history that 
seriously damaged property, injured 
people, and made them homeless. This 
not only taught utility men many 
things about damage to facilities, res- 
toration measures for service, and 
better design, but sharply stressed the 
need for preparedness. 

A fireman had been assigned to give 
his full time to the disaster plan 
evolved by the utility engineers. He 
checked and codrdinated their surveys, 
organized subcommittees to carry out 
details, and maintained interest. Basil 
E. Rice was the man selected; he has 
grown up with the plan; is now direc- 
tor of codrdination for the council; 
and is the only city employee paid to 
devote all his time to it. 
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The “quake” impelled the city council 
to pass an ordinance, already shaped 
by the city attorney’s office, transform- 
ing the original preparedness commit- 
tee into the Major Disaster Emer- 
gency Council. Thus the volunteer 
group, without authority, became a 
city bureau, with legal power to act in 
emergency. 

In 1937, the city appropriated funds ff 
for constructing a headquarters build- 
ing in Westlake park, where the fire 
department has its quakeproof alarm 
system, and for any disaster visual- 
ized at that time, this would be head- 
quarters. War emergencies have made 
changes in plans, because where a civil 
disaster is best met by bringing home- 
less people together, at open spaces, for 
feeding, housing, and medical care, 
war requires that they be dispersed— 
but the fundamentals are still pretty 
much the same. 


HE best way to understand this 
whole set-up is to imagine a sud- ff 
den disaster, like an earthquake severe 
enough to start fires. In the 450-mile 
area of the city alone, there might be 
so many fires that it would be neces- 
sary to assemble the people in parks, 
playgrounds, and other open spaces, 
where they would be safe from fire 
and damaged buildings. Fifteen open 
spaces were selected, covering the city, 
and, until evil associations arose in con- 
nection with the term, these were 
called “concentration camps.” They 
are now known as concentration dis- 
tricts. : 
Even while homeless people were 
assembling at these points, work would 
be under way. 
Fourteen committees are charged 
with emergency activities—food, shel- 
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ter, medical service, transportation, 
communication, and the like. Each 
committee is made up of volunteers, 
principally business executives and 
professional men, and keeps the rec- 
ords and skeleton organization needed 
for sudden mobilization. 

Each committee has a chairman, 
with two alternates, because it is as- 
sumed that a disaster might find one 
of them missing, perhaps two, but 
hardly all three. Each would immedi- 
ately make his way to headquarters, in 
Westlake park, and take charge of his 
particular work. 

In the headquarters building, under 
Mr. Rice, all records are kept, together 
with emergency equipment. There is 
a complete telephone central station, 
ready to be plugged in. It was built 
and is maintained by the Southern 
California Telephone Company as 
part of its own stand-by equipment, and 
has never had any traffic, but within 
a few minutes it would be cut into the 
operating system, lines would be run 
to tents for each of the committees, 
and communication would be reéstab- 
lished, assuming that regular tele- 
phone communication had been dam- 


aged. 

AX the people arrived at the different 
concentration points, some would 

be hurt, others sick, suffering from 


q 


shock—a certain number of births 
must be reckoned on in such times. 
Food, shelter, water, light, heat, cook- 
ing facilities, clothing, bedding, hos- 
pital facilities would be needed. 

The medical committee, having for 
a dozen years studied the unforeseen 
situation from all angles, would pro- 
ceed to mobilize and direct doctors, 
nurses, and medical equipment; the 
food committee would do the same for 
food, and so on. 

Sheiter would be one of the first ne- 
cessities, and lists are kept of tents, 
building materials, and construction 
forces. The telephone and telegraph 
would be used to ascertain what was 
quickly available, and if near-by 
equipment and supplies had been de- 
stroyed, the lists would show other re- 
sources further out. In food, for ex- 
ample, constant record is kept of proc- 
essing plants and warehouse stocks, 
and the lists at any moment will show 
how many loaves of bread are avail- 
able from Santa Barbara to San 
Diego, how much milk, meat, and 
other provender. As damage to food 
plants was reported, a revised picture 
of the situation could be put together 
by the committee, which is made up of 
executives in that industry. 

For emergency communication, the 
radio amateurs are organized, and 
headquarters has portable battery sets 


e 


“In England, the utilities have been so organized for war 
that interruptions to service are exceptional—lights may go 
out in a given area during a raid, but are almost immediately 


turned on again as new circuits are switched in. In Los 
Angeles, there would probably be no interruption, merely a 
‘click’ as alternate supplies were automatically switched in. 
Defense factories, for example, have several alternate sup- 


plies of current.” 


13 
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to be taken afield—cutting off of elec- 
trical power would, of course, silence 
most of the home radio equipment in 
the present-day American city. 

As supplies and workers were lo- 
cated, the transportation committee 
would find means of bringing them in, 
and within a few hours the population 
would be sheltered in tents and emer- 
gency huts, ready designed; fed from 
commissaries in charge of experienced 
people; protected with clothing, bed- 
ding ; treated in emergency hospitals if 
necessary. 


we has been carried on with 
a major disaster always in view; 
one that would damage buildings, 
make them unsafe, disrupt communi- 
cation and transportation, and call for 
an organization broader in scope than 
the regular police, fire, and city depart- 
ments, and agencies like the American 
Red Cross. 

This viewpoint is really the key to 
the organization, because it is dis- 
tinctly a coérdinating agency, working 
to assist regular agencies should the 
need arise, but never duplicating their 
facilities. 

At the very top of the council’s func- 
tional chart are the constituted au- 
thorities of the city, county, state, and 
Federal government. They would be 
in command, and the council would as- 
sist them as far as necessary. 

The council is directed by an execu- 
tive committee made up of the mayor, 
president of the city council, and two 
other executives—at this time, an ex- 
perienced railroad executive, for years 
president of one of the city’s street 
transportation systems, and the gen- 
eral manager of the chamber of com- 
merce, qualified because he is in con- 
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stant touch with the business commu- 
nity. 

The 14 committees charged with 
major activities are under the execu- 
tive committee, and there are nearly 
100 subcommittees of various kinds, 
organized by the major committees to 
do various kinds of work. 

For example, food is in charge of 
the committee on the necessities of 
life. The present chairman of that 
committee is a food broker; his alter- 
nates are a Red Cross officer and a 
Salvation Army brigadier. Subcom- 
mittees are most competent to keep ac- 
tive lists of different food supplies 
ready at all times, and, by splitting up 
such details, they are given specialized 
attention, and the volunteer work is 
least burdensome to the businessmen 
who serve. The mainspring of the 
whole organization is specialized vol- 
unteer service. 


RY of the committees that would 
be first called upon are made up of 
city, county, or other officials—water, 
streets, medical, fire, and law and or- 


der. The intelligence committee is 
also under the fire department, and is 
headed by Mr. Rice, the coordinator. 
In the event of disaster, the law 
and order committee would be one of 
the first in action. The chief of police, 
its chairman, would have authority in 
the city, and the sheriff in the county 
territory. An Army Reserve colonel 
and a judge are alternates on this com- 
mittee, but known as liaison officers. 
The committee would act under plans 
made for the codperation of the Cali- 
fornia State Highway Patrol, the 
Army, National Guard, Reserve Offi- 
cers (ROTC), the Naval Reserve, 
and other organizations capable of 
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Organization for Defense 


as eon and fire organization for defense dovetail into disaster 

plans in many ways. Volunteers would be needed as deputies, air- 

raid wardens, auxiliary fire-fighters, first-aid workers, sabotage patrols, 

traffic officers, rescue parties. The skeleton organizations already set up 

by the council’s committees, to mobilize veterans and others, wherever 

needed, whether the emergency called for maintaining law and order, 
or a job of carpentering, have proved of utmost value.” 





helping restore order and enforce laws. 

The fire committee, staffed by fire 
department officers, is especially or- 
ganized for emergency work. Its rec- 
ords include lists of emergency water 
supplies, private and near-by munici- 
pal fire-fighting equipment, supplies of 
explosives, location of hazardous ma- 
terials like oils and chemicals, and 
available demolition, blasting, hoist- 
ing, and other equipment owned by 
private concerns. 

The water committee, under water 
department officials, has made exten- 
sive plans and installed considerable 
special equipment for shutting off 
water in the event of bad breaks in 
mains, and for by-passing and isolat- 
ing badly damaged areas, and restor- 
ing service—its whole personnel is 
trained for emergency duty. 

The street committee, under the city 
engineer and two assistants, has plans 
for clearing débris, assisting in rescue 


work, grading and oiling emergency 
streets in the concentration communi- 
ties, assigning dumps, opening up 
routes for transportation of food and 
materials, and mobilizing mechanical 
equipment owned by private concerns. 

The medical, health, and sanitation 
committee is under the city health offi- 
cer, with two prominent physicians as 
alternates, and has surveyed hospitals 
and listed medical supplies, doctors, 
nurses, ambulances, and similar requi- 
sites. 


B=< under the city government, 
the activities of these five com- 
mittees would be financed out of tax 
funds in case of a disaster. The ques- 
tion of who is to pay for any specific 
work or material has been found a 
very important part of disaster plan- 
ning. Some disaster activities would 
be financed by public contributions, 
and, for such financing, funds of or- 
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ganizations like the Red Cross would 
be made available and, if necessary, 
additional funds would be raised by a 
drive, authorized by the Red Cross, in 
accordance with its own regulations, 
under Federal charter. 

Two of the most important commit- 
tees, communication and transporta- 
tion, are staffed by utility men, and 
have made complete plans for mobiliz- 
ing all available emergency facilities, as 
well as installed considerable special 
equipment, and carried on special en- 
gineering work. 

Communications are under two tele- 
phone officials, heading the committee, 
with a professional man as present al- 
ternate, and include telephone, tele- 
graph, commercial, and amateur radio 
stations, and auxiliary services, such as 
the Boy Scouts, for messenger duty in 
emergency. 

The special telephone facilities in 
Westlake park have been designed to 
link headquarters with the different 
concentration points, as well as con- 
nect headquarters with the general 
telephone system. There are two lines 
to each camp, with a magneto switch- 
board, and two radio transmitters, of 
1,000- and 500-watts capacity, for use 
with portable transceiver sets at each 
camp, in the event of other communi- 
cation being put out of service. The 
portable sets — 20 of them — are 
kept in the homes of experienced men 
living near the different camp sites, 
and, if required, these men could 
quickly establish radio communication 
with headquarters. Other portable sets 
are ready at headquarters. 


io 1938, Los Angeles had some tor- 
rential March rains that caused 
flash floods, and gave the disaster or- 
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ganization a partial dress rehearsal. 
Such rains come quickly; the heavy 
downpour runs off through the moun- 


yet protected by the extensive control 
system being carried out; and people 
are made homeless. Regular city and 
county departments were able to care 
for all needs, but the disaster organi- 
zation was partially mobilized and 
stood by. 

These floods were of special value 
in pointing out needed improvements 
in the emergency communications 
plan. For telephone lines to points out- 
side the city had been built under- 
ground along state highways, in the 
belief that an underground line is least 
liable to damage, and that state high- 
ways furnish the safest routes. 

The floods carried out some bridges, 
and with them the underground tele- 
phone lines. Whereupon, telephone 
engineers rebuilt their underground 
lines on piles, so that flood washing 
out the soil would leave aerial lines. 

The transportation committee is at 
present headed by the president of a 
street railway company, with two rail- 
roaders as alternates, and is organized 
to utilize street car, railroad, motor 
transit, motor bus, taxicab, air trans- 
port, motor truck, and steamship com- 
panies’ equipment—a set-up calling for 
an enormous amount of detail work, 
and constant revision of records. 


“eres activities are in the hands 
of committees on rescue, shelter, 
necessities of life. The Red Cross, per- 
sonnel, rehabilitation and finance, with 
the intelligence department, are under 
the codrdinator. 

Rescue is at present under a physi- 
cian, also a member of the board of 
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education, with a construction mate- 
rials dealer and real estate executive as 
alternates. It is closely linked to the 


i Red Cross, and would have charge of 


first aid, rescue and searching, setting 
up first-aid stations, assisting police 


j and firemen, getting disabled persons 


to hospitals, and homeless people to 


shelters. 


Shelter is at present headed by a 
building contractor, with an architect 
and Red Cross official as alternates, 
and the committee has designed a 
standard type of temporary building 
which can be quickly erected by semi- 
skilled labor, from a wide range of 
materials. Blue prints and material 
lists, with plans for each concentra- 
tion community, would make it possi- 
ble to get started in a matter of hours, 
and camp plans cover sanitation, drain- 
age, electrical wiring, portable lights, 
stoves, fuel, and everything needed. 


| Tools, tents, fencing, and sources of 


skilled labor are listed in readiness for 


what may come. 


The committee having charge of the 
necessities of life maintains the larg- 
est system of records, because it cov- 
ers, and keeps up to date, the food, 
clothing, bedding, cooking, and com- 
missary equipment available in the 
whole southern California area, with 
lists of the larger stocks available as 
far as San Francisco. 


THINKING AHEAD OF DISASTER 


— illustrate, a disaster would create 
an immediate emergency de- 
mand for food, and sandwiches might 
be the first thing needed. From its 
lists, the man heading that committee 
would be able to locate bread, because 
he knows where every bakery is located 
for a hundred miles around, and, if one 
area were devastated, could turn to 
other supplies. Similarly, he could lo- 
cate cooked meats, uncooked provi- 
sions, cooking equipment, clothing, 
blankets — whatever was asked for. 
The constant normal changes in proc- 
essers, warehousers, stocks on hand, 
and the like may easily be imagined, 
and they are kept track of in the con- 
stantly revised lists. 

The Red Cross committee, headed 
by the chairman of the Los Angeles 
chapter, and two attorneys as alter- 
nates, is coordinator of five other com- 
mittees—necessities of life, shelter, 
finance, rescue, and rehabilitation. The 
Red Cross is prepared to furnish 
funds for these activities, as the gov- 
ernmental authorities provide finances 
for police, fire, and other public serv- 
ices. For that reason, the Red Cross 
undertakes much of the direction of 
those committees’ work. Procedures 
have been standardized by years of 
experience, and are laid down in the 
Red Cross Manual. 

The personnel committee is made 


e 


Los Angeles, is in Los Angeles county, and therefore tn- 


q “WHILE the city of Long Beach, 20 miles from the center of 


cluded in many details of the Los Angeles disaster plan cover- 
ing the county, it has set up a separate disaster council, with 
a smaller number of committees. While similar to the Los 
Angeles organization, it came into being after the 1933 
TEMBLOR, which did its heaviest damage in and around 


Long Beach,” 


17 
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up of American Legion and exservice 
groups, is under Legionnaires, and 
would act principally in mobilizing 
man power through its statewide or- 
ganizations. If the shelter committee 
needs carpenters, or the transportation 
committee motor truck drivers, they 
will be supplied from membership or 
by calling in outside aid. Exservice 
men will be especially valuable as as- 
sistants to the police, because they are 
disciplined. Knowledge of where to 
quickly obtain men qualified for many 
sorts of work, and facilities for ob- 
taining them outside the exservice or- 
ganizations, is vitally important in this 
committee’s work, and is all a matter 
of records which can be used by who- 
ever takes charge in an emergency. 
Labor will, of course, be paid for out 
of taxes or privately contributed 
funds. 


a of individuals and 
families is a job that starts im- 
mediately after any disaster, and 
sometimes continues for months, until 
victims are again on a self-supporting 
basis. The Red Cross is the national 
agency for such work, is trained and 
equipped for it, and quasi governmen- 
tal in character. So this committee is 
headed by a Red Cross official, with 
businessmen as alternates. 

The finance committee is headed by 
a Red Cross official, an attorney, and 
an insurance man, and would have 
charge of any drive for funds decided 
upon as necessary by the executive 
committee. 

The intelligence committee main- 
tains all records in files at headquar- 
ters, sees that information is kept up 
to date, codrdinates the work of dif- 
ferent committees to avoid duplication 
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—in short, keeps the whole organiza- 
tion alive and ready to function. One 
section of this committee is responsi- 
ble for the establishment of concentra- 
tion areas; another has charge of pub- 
licity and public information; another 
is made up of airplane pilots who have 
planes equipped with cameras for tak- 
ing air photos of devastated areas; still 
another attends to office supplies for 
the different committees, and so on, 
and so on. 


o Ben whole set-up was framed in 
City Ordinance No. 73,309, so 
that the duties and authority of each 
committee are clearly defined. On} 
“D” day, the mayor would notify the 
members of the emergency council, 
and they would proceed to handle the 
situation, making rules and regula- 
tions. 

The question constantly before the § 
committees is, “What would be done 
if such-and-such should happen ?” and, 
if the contingency has not been cov- 
ered, the committee best equipped by 
experience to handle that particular 
situation holds meetings to discuss 
ways and means, asking for assistance 
from other committees, making sug- f 
gestions to them. 

The only meetings are those of the 
committees. The council as a whole f 
has none. It is largely a legal frame- 
work upon which the committees are 
arranged. 

Committee work is nine-tenths 
stock-taking of resources that would 
be needed in disaster, with flexible 
plans for using those resources, and 
much of it is in charge of committee- 
men’s employees, who make surveys 
and keep lists up to date. In practi- 
cally every case, this work is regarded 
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Consideration of Disaster Plan 


“— the past ten years, many visitors in Los Angeles have 

investigated the disaster plan and admitted that something of 

the kind would be a good thing for their own communities. Until the 

new war came, however, no very definite start was made elsewhere— 

and now war has set every community thinking about what it would do 
if bombed.” 





ns of sufficient importance to the com- 
1itteeman’s own business to warrant 
ts being done and paid for by his con- 
mern. For it is just as vital to -the 
ood manufacturer or wholesale equip- 
‘Pment dealer to get his business going 
ngain promptly after a disaster, 
bs it is for a public utility corpo- 
Where emergency equip- 
ent is provided, as in the case of the 
tility companies and the municipal 
Mlepartment of light and power, it is 
egarded as insurance against interrup- 
ion of service, and in every case has 
roved cheap insurance. 


HE council as a whole, and indi- 

vidually, believes that it could 
unction under adverse circumstances, 
and as fast as the shape of the present 
war in Europe has been disclosed, in 
he destruction of Poland, the invasion 
pf France, and the bombing of Eng- 


litions to .southern California and 
studied the steps that would have to be 


taken by each of the committees, 
should war come. 

It has been decided that the original 
disaster plan and set-up is the most 
practical for war defense. The situa- 
tion is the same with respect to hous- 
ing the homeless, caring for the 
wounded, reorganizing communica- 
tion, transportation, commissary, po- 
lice. Knowledge of where to get food, 
clothing, medical supplies, and equip- 
ment would be the same. 

However, air raids would necessi- 
tate scattering people instead of bring- 
ing them together, and there would be 
a need for additional facilities, such as 
air-raid warnings, shelters, and pa- 
trols. 

The effects of a bomb are compara- 
ble with those of an earthquake, with 
the advantage that bombing can be 
anticipated. 

There is the same destruction of 
buildings and injury to people, the 
same need for rescue, shelter, food, 
medical care, policing, fire-fighting, 
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resumption of services—right down to 
rehabilitation. 


NE of the first studies made for 
air-raid protection was of possi- 
ble shelters, to which people could go, 
and be scattered. Storm drains, street 
underpasses, tunnels, and similar ref- 
uges have been listed and mapped, 
among them several thousand rein- 
forced concrete buildings suitable for 
raid shelters. 

For raid warnings, all sirens have 
been listed, and a system covering the 
whole county has also been designed 
by telephone engineers. At present, 
this would comprise about ninety 
sirens of such power that they could 
be spaced 2 miles apart in the business 
district, and 3 to 4 miles apart in resi- 
dential areas. The system would neces- 
sitate changes in police, fire, and other 
sirens, probably the adoption of a dif- 
ferent tone, to avoid confusion. This 
is one of the details in which codpera- 
tion with the Federal government is 
necessary, and the committee findings 
and recommendations, passed along to 
county authorities for action, are taken 
to Washington. 

Another important survey, made by 
a subcommittee, lists all possible bomb 
targets, such as military bases, air 
fields, oil refineries and tank farms, 
aircraft factories, transportation and 
communication lines, power stations, 
airplane range beacons, highways, har- 
bors, reservoirs, water mains, fuel gas 
tanks. 

In England, the utilities have been 
so organized for war that interruptions 
to service are exceptional—lights may 
go out in a given area during a raid, 
but are almost immediately turned on 
again as new circuits are switched in. 
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In Los Angeles, there would prob. 
ably be no interruption, merely a 
“click” as alternate supplies were auto. 
matically switched in. Defense fac. 
tories, for example, have several alter. 
nate supplies of current. 


HE utility services have been sur- 
veyed from this viewpoint, and 
where they might be interrupted by the 
bombing of a single trunk line, steps 


are being taken to connect alternatehl 


lines. Their war defense pattern is a 


spider web, from which as manyf 


strands as possible might be elimi- 
nated, leaving alternate lines for unin- 
terrupted service. To completely dis. 
rupt service, it should be necessary to 
“get” the spider. 

“Blackouts” are one of the first de- 
vices that come to mind in connection 
with air raids, and popular opinion 
welcomes a rehearsal. 

However, studies by a committee, in 
cooperation with military authorities, 
indicate that the “blackout” may be 
outmoded, and that rehearsals would 
serve no good purpose. Should ex- 
perience favor it, a special technique 
would be developed, and under no cir- 


cumstances would power be shut off 


at generating stations, because this 
would interfere with hospitals, com- 
munication, and other vital services, 
and be likely to cause panic. 

Instead of the “blackout” there 
might be a “light-up” scheme for 
camouflaging targets, with changing 
patterns of light concealing important 
targets from the air, or blinding bea- 
cons of great power. This whole situ- 
ation is changing rapidly, with changes 


in aircraft and air tactics, and is more| 


in the field of defense than of disaster 
organization. But it has importance in 
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preventing panic and minimizing dis- 
aster. 


OLICE and fire organization for de- 

fense dovetail into disaster plans in 
many ways. Volunteers would be 
needed as deputies, air-raid wardens, 
auxiliary fire-fighters, first-aid work- 
ers, sabotage patrols, traffic officers, 
i rescue parties. The skeleton organi- 
zations already set up by the council’s 
| committees, to mobilize veterans and 
others, wherever needed, whether the 
emergency called for maintaining law 
and order, or a job of carpentering, 
have proved of utmost value. 

Defense problems have shown that 
the original disaster plan is extremely 
flexible. 

For example, evacuation of cities 
has been considered as one resource 
in air-raid protection. The suggestion 
might have arisen in a disaster com- 
mittee, or be originated by city or state 
authorities, or be developed as part of 
military plans. 

Evacuation would call for every 
form of transport, with provision for 
food, shelter, medical care, and the 
like. The different committees either 
have the information needed, or are 
best equipped to get it. They can sim- 
ply furnish information, or stand ready 
to go further in cooperation. There is 
never confusion about authority, or 
duplication of effort, for the city ordi- 


q 


e 


“. . evacuation of cities has been considered as one resource 
in air-raid protection. The suggestion might have arisen in 
a disaster committee, or be originated by city or state authori- 


nance is clear, and the official codrdi- 
nator has oversight that enables him 
to call attention to duplication in the 
work, which has generally been unin- 
tentional. 


| 2 geen protection, rescue, and 
rehabilitation bring in a new fac- 
tor—publicity. 

Few people in the Los Angeles area 
had heard much about the disaster plan 
until bombs were dropped on London. 
The plan implied earthquakes, and re- 
called the hysterical headlines of 1933. 
There was nothing that the public 
could do to help the job along; it was 
one of those housekeeping things best 
left to experts, working quietly. So 
the disaster plan was seldom “written 
up.” Anybody interested could get all 
the information available, and public 
officials from other communities did 
come to investigate. Otherwise, the at- 
titude of the planners was, “Keep out 
of my kitchen!” 

Had a Los Angeles newspaper pub- 
lished an article on needs for mass 
burials in the event of bombings, there 
would have been fear and resentment. 

Yet recently the sheriff called atten- 
tion to this contingency; the newspa- 
pers reported the facts, and there was 
no public reaction. Newspaper read- 
ers expect to be told what is necessary, 
and publication of details about sirens, 
shelters, and similar preparations is 


ties, or be developed as part of military plans. Evacuation 
would call for every form of transport, with provision for 
food, shelter, medical care, and the like.” 
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more reassuring than alarming, be- 
cause it shows that preparations are 
being taken care of. 

With the onset of actual danger 
from bombs, the public would want to 
be more fully informed, to assist by 
cooperation and intelligent action. The 
council reasons that such a situation 
would be national, and that publicity 
would be taken care of by the Federal 
propaganda agencies. 


_ the city of Long Beach, 20 
miles from the center of Los 
Angeles, is in Los Angeles county, and 
therefore included in many details of 
the Los Angeles disaster plan covering 
the county, it has set up a separate dis- 
aster council, with a smaller number of 
committees. While similar to the Los 
Angeles organization, it came into be- 
ing after the 1933 temblor, which did 
its heaviest damage in and around 
Long Beach. 

Until last January, when a new city 
manager took office, the council was 
principally a volunteer fact-finding 
group, conducting surveys of hazards 
and resources. City Manager Carl R. 
Erickson automatically became the ex- 
ecutive head of this organization, and, 
in the event of disaster, would be in 
authority, with the city hall as the as- 
sembly place. Therefore, he asked the 
council to include war-time problems 
in its work. 

The set-up is the same, with a com- 
mittee of public safety, the largest of 


9 committees, which would cooperate 
with the police, fire, health, and 
public safety departments of the city 
government, mobilizing additional 
guards, fire-fighters, and _air-raid 
wardens, assisting in rescue work, and 
so on. 


During the past ten years, many 


visitors in Los Angeles have investi- 
gated the disaster plan and admitted 
that something of the kind would be a 
good thing for their own communities, 

Until the new war came, however, 
no very definite start was made else- 
where — and now war has set every 


community thinking about what it 


would do if bombed. 


AN the present moment, there are 
many plans put forward by many 
organizations the country over, with 
considerable confusion. 
public interest will probably come a 
master plan, such as is being sought by 
the National Advisory Council on 
Home Defense. Such a master plan 
will enable communities to adopt what 
has been found good in the Los An- 
geles and Long Beach plans, without 


Out of the § 


going through the years of prelimi- f i 


nary studies that have brought them to 
their present development. And a mas- 
ter plan will do for other communities 
what it has done for these cities — 
bring every kind of organization, and 
every kind of necessary preparation, 
into a general plan, with order replac- 
ing confusion. 





method of taking care of long-distance calls in areas where lines. have 


q Tue Northwestern Bell Telephone Company is using an ingenious 


been torn down by storms. It sets up radios at ends of the wires and 
messages are sent between the breaks. Use of this method was necessary 
recently in western Nebraska, one radio being in Ogallala and the other 
at Chappell. Users were informed in advance, however, that every short- 
wave receiving set in town could listen in, there being no way to black 


them out. 
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Defense for the Utilities 


Proposed legislation to provide service penalties 
for sabotage of “national defense utilities” 
during any emergency 


By ANDREW BARNES 


<¢ OMBPROOFING communica- 
: tions centers, shelter for 
personnel and plant facili- 

ies’—you will find that language, 
vacked by tens of millions of dollars 
in cash, neatly sandwiched into the 
national defense appropriations bills in 
Very inconspicuous places. The gov- 
Hernment is preparing against an emer- 
gency growing more serious with each 
day. 
| At all of its insular naval and air 
bases—Samoa, Guam, Hawaii, and 
dozens of places—it is bombproofing 
Hits life lines, its gasoline storage depots, 
and the nerve centers of the national 
defense system. No one can predict 
when those shelters may not be needed. 
It is essential that these outposts of 
national defense have the utmost pro- 
tection. It is equally essential that the 
bombproofing be extended back behind 
the lines so far as it is needed. Far be- 


hind the military and naval outposts, 
the government is moving in a differ- 
ent fashion to bombproof, by law, the 
vital arteries that supply the food, the 
munitions, power, and sinews of war 
for those defenses. 

Prompted by the Department of Jus- 
tice, the government has recognized 
that a bomb planted by.saboteurs one 
thousand, two thousand, even three 
thousand miles away from the front 
line may be even more damaging than 
a 500-pound demolition bomb dropped 
on an island outpost in the Atlantic or 
the Pacific. America’s gigantic 
strength lies not in an imposing Army, 
a big Navy, or a huge airforce. In- 
stead, it rests squarely upon the un- 
matched industrial production of the 
nation, the endless raw materials, the 
power to convert them into munitions. 
At the Department of Justice’s request, 
the House has before it a measure 
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drafted to meet precisely any sabotage 
aimed at the nerve ganglia of defense 
production. The bill is sponsored by 
Representative Francis Walter, and 
undoubtedly will be sent to the Senate 
for its approval before long. It would 
use the 1918 antisabotage law as the 
vehicle for bombproofing the U. S. in- 
dustrial machine, the fuel supplies, 
utilities, and vital cogs on which this 
machine must perform. 


HE 1918 law with its stern penal- 

ties applied only in wartime. In 
1940, the administration conceived 
that in a period of emergency, when 
defense preparations are being rushed 
to the utmost, protection was no less 
vital to the nation than during actual 
conflict. Therefore it asked, and Con- 
gress approved, legislation amending 
the 1918 act to provide $10,000 fine 
and ten years’ imprisonment for sabo- 
tage of “national defense utilities” 
during any emergency. 

This 1940 amendment was thought 
to be broad enough to cover all types 
of utilities, under every conceivable 
condition. National defense utilities 
were defined broadly and generally— 
purposely. Congress said they should 
include : 


All railroads, railways, electric lines, 
roads of whatever description, rail- 
road or railway fixture, canal, lock, 
dam, wharf, pier, dock, bridge, build- 
ing, structure, engine, machine, me- 
chanical contrivance, car, vehicle, boat, 
or aircraft, or any other means of 
transportation whatsoever, whereon 
or whereby such national defense ma- 
terials . . . are being or may be trans- 
ported either within the limits of the 
United States or upon the high seas; 
and all dams, reservoirs, aqueducts, 
water and gas mains and pipes, struc- 
tures and buildings, whereby or in 
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connection with which water or gas 
may be furnished to any national 
defense premises, and all electric light, 
steam, or pneumatic power, telephone 
and telegraph plants, poles, wires, and 
fixtures, and wireless stations, and the 
buildings connected with the mainte- 
nance thereof used to supply water, 
light, heat, power, or facilities of com- 
munication to any national defense 
premises or to the military or naval 
forces of the United States. 


Pye, having enacted this leg- 
islation, was confident that it had 
used terminology so general that all 
possible contingencies were covered to 
the nth degree. This confidence ap- 
peared to be fully justified by the 
sweeping provisions of the law. 

However, after a careful study of 
sabotage developments and the 1940 
law, the Department of Justice asked 
Congress to strengthen the statute. It 
was possible to conceive, said the De- 
partment’s attorneys, of instances 
which the new law would not cover. 
They cited the power lines not immedi- 
ately connected with national defense 
use, but supplying, nevertheless, an im- 
portant source of stand-by power for 
emergencies. Suppose they were dyna- 
mited? Or a hydroelectric dam far up 
in the mountains, indirectly important 
to national defense? Or a steam power 
plant likewise situated? Or a railroad 
hauling coal for a blast furnace de- 
voted to the manufacture of steel for 
armor plate? In each case, the utility 
would be only indirectly connected 
with national defense, but its part 
would be vital. 

The Department asked that the law 
be amended to define national defense 
material to include a list of generalized 
products and commodities, and “All 
other articles of whatever description 
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DEFENSE FOR THE UTILITIES 





The Solar Plexus of the Industrial East 


‘<4 HE Mahoning valley, with its gigantic aggregation of in- 

dustrial enterprise, is commonly called ‘America’s Ruhr,’ 

Here, in a 30-mile area from Newton Falls, Ohio, to the Pennsyl- 

vania state line, are concentrated more than one hundred vast indus- 

trial plants: steel mills, factories for production of alloys, factories 

for the manufacture of electrical equipment, rubber tires, compasses, 
castings, machine tools, and a thousand other products.” 





and any part or ingredient thereof, in- 


tended for the use of the United States” 
in connection with national defense in 
any way whatever. 


HIS, it would seem, is an ambi- 

tious attempt to blanket the uni- 
verse in twenty words of law. Actu- 
ally it is not. The American industrial 
machine—as shown by recent strikes— 
is built with the precision of a watch. 
Each cog depends upon a correspond- 
ing cog in another part of the machine. 
You cannot take the balance wheel 
from your watch, throw it away, and 
expect to arrive at the office on the dot 
at 9 a.m. each day. When strikes tied 
up plants producing airplane castings, 
the entire airplane industry came to a 
virtual standstill. 

Likewise, when sabotage hits at the 
solar plexus of America’s industrial 
machine — its sources of power and 
raw materialsk—the damage must in- 


evitably be serious. A study of indus- 
trial sabotage shows that the damage 
is incurred not so much within the 
plants themselves as in the more re- 
mote, but no less vital, cogs upon which 
these plants depend. 

The Mahoning valley, with its gi- 
gantic aggregation of industrial enter- 
prise, is commonly called “America’s 
Ruhr.” Here, in a 30-mile area from 
Newton Falls, Ohio, to the Pennsyl- 
vania state line, are concentrated more 
than one hundred vast industrial 
plants: steel mills, factories for pro- 
duction of alloys, factories for the 
manufacture of electrical equipment, 
rubber tires, compasses, castings, ma- 
chine tools, and a thousand other prod- 
ucts. It might be called the solar 
plexus of the industrial East. There is 
one reservoir along the Mahoning, 
Lake Milton, holding 9,000,000,000 gal- 
lons of water. This reservoir serves in 
drought periods to sustain the flow of 
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the river to that level required for the 
operations of the manufacturing 
plants. It contributes indirectly to na- 
tional defense production, but the pro- 
tective cloak of the antisabotage law 
is not thrown around it, although its 
contribution to defense is undoubtedly 
of great importance. 


HE mayors of Mahoning valley 

cities have petitioned Congress to 
construct additional stand-by reser- 
voirs, rather than depend upon this one 
alone. Mahoning valley manufactur- 
ers have likewise urged Congress to 
take action. 

“Mahoning valley has its fingers 
crossed,” these officials said in a peti- 
tion presented to Congress. “If the 
one and only reservoir—Milton dam 
—should be sabotaged, or if the sum- 
mer of 1941 should be unusually dry, 
it could not make the contribution 
it is now making or the contribution 
it is expected to make to national de- 
fense. The Mahoning valley is one of 
the chief sources of supply for all items 
of national defense. Without steel 
there can be no airplanes, motors, 
guns, battleships, tanks, or shells. The 
crippling of the Mahoning valley 
means the severing of one of the main 
life lines of national defense.”’ 

They might have added, with jus- 
tice: “This is the weak spot in our 
armor. One reservoir, a great indus- 
trial area wholly dependent upon it, 
and this reservoir unprotected by 
Federal law.” 

The Walter bill, when enacted into 
law, will give all protection the Fed- 
eral government can afford to this vital 
reservoir. It will give protection to 
hundreds of similar facilities scattered 
throughout the United States—to 
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power substations, to transmission 
lines, to generating units, to trans- 
formers, to pumping stations along 
pipe lines, to railroad facilities, to com- 
munications cables. Known to the De- 
partment of Justice are hundreds of 
instances in which such legislation is 
essential to give the protection re- 
quired. 


iw Federal Power Commission 
has urged the utilities to take 
every possible precaution themselves 
for their own protection, and the utili- 
ties have responded. But their efforts 
alone are not sufficient. Sabotage—the 
fight against it—is too big a job for 
any one industry, or any one agency 
within the government. 

The utilities cannot afford to fall 
down, after a brilliant start, on their § 
part of the national defense job. There 
is no indication that they will. There- 
fore, it behooves them to see that no 
subversive group has opportunity to 
sabotage their efforts. The Walter bill, § 
when enacted, will reinforce the utili- 
ties against any effort to undermine | 
their contribution. In effect, it will 
bombproof them. That is why they 
should, without delay, encourage Con- 
gress to speed this legislation to final 
enactment, without allowing it to get 
lost in the horde of less important but, 
on the surface, more imposing bills. 

A saboteur who strikes directly at a 
national defense plant incurs the full 
penalty of law, and can hope at best to 
do only superficial damage to the en- 
tire output. If he knows his job, he § 
strikes at something bigger — the 
sources of power and raw materials. 

When the British fleet shelled the 
Italian port of Genoa recently, it struck 
for—you guessed it !—the utilities. 





Wire and Wireless 
Communication 


HE independent telephone industry 

was not a formal party to the recent 
toll rate investigation of the FCC which 
ended in the $14,000,000 long-distance 
rate reduction by the Bell system. How- 
ever, it may benefit considerably from 
the forthcoming FCC conferences and 
studies on long-distance rate structure 
which will include, among other things,, 
consideration of the division of toll com- 
pensation between participating carriers. 
In its announcement of the $14,000,000 
rate adjustment, voluntarily agreed to by 
the AT&T and associated companies, the 
FCC press release stated in part: 

The commission announced that it expect- 
ed the American Company to assume all re- 
ductions in revenue brought about by these 
reductions in interstate schedules in which 
Long Lines is a participating carrier, and 
that arrangements should be made with as- 
sociated companies and independent connect- 
ing companies so that these reductions would 
not affect revenues of the latter two groups. 


This was seen as a virtual invitation 
for the independents to come in and sit 
with the FCC and AT&T in an effort to 
arrive at an equitable solution to the 
problem. Heretofore, Bell contracts for 
toll compensation have varied consider- 
ably among the different independents. 
The nature of the toll business is such 
that a uniform contract for the division 
| of toll revenues would be impractical, 
because of differences in traffic, local 
conditions, etc. However, some formula 
for working out classifications which 
would give all independents similar treat- 
ment may come out of the proposed FCC 
conferences. 


-. of the National Association 
of Railroad and Utilities Commis- 
sioners to proposed participation of the 
state commissioners with the FCC in 
studies on telephone toll rate structure 
was also seen as favorable. Early in 
June a committee of the NARUC met 
with representatives of the FCC special 
telephone bureau and it was generally 
expected that some procedure for co- 
Operative action between the two groups 
would be forthcoming. 

Another feature of the recent AT&T 
rate cut was the concentration of the re- 
duction on two classes of toll business: 
(1) overtime charges; (2) long-distance 
calls between 144 and 1,530 miles. Na- 
tional defense appears to be the reason 
why this relatively narrow field was se- 
lected for applying the savings. The 
FCC did not want the new reductions to 
stimulate more civilian long-distance 
traffic. It might get in the way of na- 
tional defense activity or demand new 
construction of facilities which might be 
better applied to other purposes. It was 
felt that the reduction on overtime and 
on medium long-distance calls would be 
least likely to provoke any drastic or un- 
welcome increase in telephone long- 
distance business. 

Another development of interest to 
the independent telephone industry, as 
well as the Bell system, was the dissatis- 
faction of utilities generally with the low 
priority rating given for new construc- 
tion work with respect to participation in 
available aluminum supply. The tele- 
phone industry, along with the electric 
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and radio industries, was given a B7 
classification, which is quite low — just 
one step above the lowest rank, B8, 
which is for aluminum pots and pans. 
Of course, replacement and maintenance 
of existing vital service will be taken 
care of under a B2 rating. And any new 
work done for Army camps or other in- 
dustries directly connected with national 
defense work would be given even a su- 
perior classification. However, the B7 
rating is applicable to all other new in- 
stallation. In view of the increased gen- 
eral business activity, new civilian in- 
stallation demands are rapidly depleting 
equipment inventories. 


ELEPHONE companies are not so 
much concerned about aluminum 
because there is not enough aluminum 
left over from direct defense work to 
make much difference what kind of a 
classification a particular industry might 
receive. Priority for aluminum is just a 
name. There is virtually none available. 
But it is feared that the pattern set by 
the Office of Production Management in 
rating industries for participating in the 
aluminum supply might be followed in 
other strategic materials which might hit 
the telephone industry much harder, 
notably copper and nickel. 

In a telegram dispatched from Tampa, 
Florida, on June 9th to E. R. Stettinius, 
Jr., director of priorities of the OPM, 
Carl D. Brorein, president of the United 
States Independent Telephone Associa- 
tion, stated : 

Permit me to bring to your attention the 
serious situation confronting the inde- 
pendent telephone industry growing out of 
restrictive priority rating of B7 on alumi- 
num for civilian communication equip- 
ment. There are 6,500 independent telephone 
companies not a part of the Bell system 
that operate 12,000 telephone exchanges 
mostly in small towns. Those companies 
in subscriber stations represent roughly one- 
fifth of the nation’s entire telephone indus- 
try. Gravity of situation to telephone indus- 
try is accentuated by recent OPM statement 
that only 5 per cent of total aluminum 
supply can be used for all civilian purposes, 
and that telephone companies are being 
strongly urged to increase their facilities in 
order to enable wider telephonic coverage 
necessary under critical conditions affecting 
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country. The B7 rating is seriously hamper- 
ing our efforts. Will you not please recon. 
sider present rating and make materially. 
higher rating in harmony with indispensable 
nature of telephone communication? We 
also understand that copper and nickel are 
soon to be placed on priorities list and these 
two items, especially copper, are essentials 
in maintenance of existing telephone facili.@ 


ties as well as extension of plant to meet? 


community communication requirements, in- 
cluding many items directly concerned with 
defense. 


y ig: electric industry has already 
voiced its concern over the B/ 
aluminum rating assigned to electric 
utility equipment. The radio manufac- 
turers have also shown dissatisfaction, 
James S. Knowlson, president of the 
Radio Manufacturers Association, said 
in Chicago on June 10th that although 
radio “is one of the most merciless 
weapons of modern warfare” it has been 
ranked “midway between toothpaste and 
hair tonic” in the defense program. 

Citing Hitler’ s use of radio to “rouse 
his country,” Knowlson stressed the 
value of radio in maintaining morale, dis- 
seminating news, and “forming public 
opinion.” He said the tide “is going 
against us for any expectation of con- 
tinuation of business as usual. And we 
might just as well realize it.” 

Probability of industry-wide curtail- 
ment of radio set and equipment output 
later in the year as the shortage of es- 
sential raw materials becomes more acute} 
was the major topic of discussion among 
early arrivals for the Radio Manufac- 
turers Association’s annual convention. 
Consensus among manufacturers’ repre- 
sentatives was that radio plants will be 
hard put to turn out enough equipment 
to maintain the industry at its present 
level of efficiency, to say nothing of try-f 
ing to satisfy the near-record demand for 
new commercial receivers and broadcast- 
ing supplies. 

Prospect of early imposition of 
priorities on zinc will add one more prob- 
lem to the list of worries which were to 
be aired in committee sessions. Already 
shortages of aluminum, zinc, lead, and 
other metals widely used in the manv- 
facture of receivers, transmitters, tubes, 





WIRE AND WIRELESS COMMUNICATION 


ondensers, and coils have caused head- 
nches. Cabinet output, too, is being af- 
fected by production difficulties in the 
urniture industry and by threatened 
shortages of certain types of plastics. 

ese’ Some manufacturers say that a fair 
percentage of their current production is 
going directly to the government for 


inf@Army and Navy signaling and com- 


unications needs. Others have ob- 


ained subcontracts for making muni- 
ions Or ammunition components on 
some of their machines. 

While no formal discussion as to the 
possibilities of further diverting tools in 


radio plants to armament production 
was scheduled on the convention pro- 
gram, it was understood that representa- 
tives of the OPM’s defense contract 
service would talk informally with 
manufacturers to get a line on additional 
capacity for handling primary orders or 
subcontracts. 


* * *K X* 


SHORTAGE of workers is raising 
labor costs of Postal Telegraph, 

Inc., Edwin F. Chinlund, president, told 
stockholders at the first annual meeting 
of the company last month, which was 


‘BQUARTER CENTURY TREND IN LIVING COSTS COMPARED WITH TELEPHONE 
LONG-DISTANCE SERVICE COSTS IN THE UNITED STATES 
(1923-25=100) 
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formed in reorganizing its predecessor, 
Postal Telegraph & Cable Corp. Postal 
has lost some employees to defense in- 
dustries and thus far has not obtained 
replacements, Mr. Chinlund explained, 
and therefore must pay substantially 
more wages at time and one-half rates 
to handle increased business. The per- 
sonnel training program which Postal 
set up last year would provide the sys- 
tem with the additional workers it needs 
in a short time, he added, but pointed out 
that the higher pay offered in defense 
industries is more attractive than the 
wages the telegraph company can afford. 

His remarks were in answer to a 
stockholder’s query why Postal was able 
to translate only 30 per cent of its in- 
crease in gross over last year into net 
operating income, whereas Western 


Union Telegraph Company has succeed- 
ed in preserving 50 per cent of its gain 
in revenues for stockholders. 

Postal is installing more efficient ap- 
paratus in 39 of the largest cities, Mr. 
Chinlund reported. 

Discussing the possibility of a merger 


with Western Union, Mr. Chinlund re- 
ported that there had been general agree- 
ment in testimony at Senate Interstate 
Commerce Committee hearings that 
consolidation of these two concerns 
would best solve present problems in that 
branch of the communications field. He 
stated that the Wheeler committee’s 
hearings on radio broadcasting policies 
had delayed decision concerning advis- 
ability of enacting legislation to permit 
the merger. 

Referring to his statement in the an- 
nual report to stockholders that although 
Postal had sustained a net loss in 1940 
of $2,791,491, its actual cash loss was 
$317,000, Mr. Chinlund stated that the 
$694,792 loss from operations during the 
first four months of this year had in- 
curred a cash loss of only $483,000. 

Stockholders elected nineteen direc- 
tors who were appointed to serve during 
the company’s first year by Federal 
Judge Coxe. 

The Senate committee, which recently 
closed merger hearings, was expected to 
recommend “permissive” legislation. 
JULY 3, 1941 


OLLOWING testimony by Chairm: 
Fly defending the recent FCC ne 
work curb on radio, and Commissions 


attacks on the same from the broaj 
casters. 

President Niles Trammell of the NB 
on June 18th testified against new rulj 
governing the 503 radio stations affiliate 
with coast-to-coast networks. Mr. Tram 
mell and President William S. Paley ¢ 
CBS on June 17th charged the regul 
tions would radically alter Americy 
radio programs and “disastrously affec! 
broadcasting. Senator Wheeler of Mor 
tana, chairman of the Senate committe 
already has shown some favor to the FC@ 
majority position. 

The Mutual 
favors the rules. p 

The committee is considering a resoly 
tion by Senator White, Republican o 
Maine, to investigate FCC rules and tha 
reported need of overhauling radio lan 

Mr. Trammell on June 17th repeate 
Mr. Paley’s charge the rules would fave 
Mutual over the two older networks bee 
prohibiting exclusive contracts with sta 
tion affiliates. The change, he said, woult 
permit Mutual to “raid’’ CBS and NB( 
stations, 

Under the rules, NBC would be re 
quired to dispose of one of its two net 
works. Networks would be barred froq 
writing exclusive contracts with station: 
Stations would be entitled to pipe in pro 
grams from another chain on time ne 
used by the network with which it ot 
dinarily is affiliated. And all contract 
would be limited to one year, instead 0 
the present five years. 


Broadcasting Syste 


Mr. Trammell charged the FCC reagivi 


vision would transfer control of radif 
from stations and networks to the FCC 
“The changes,” he said, “are not the re 
sult of public demand or a deficiency 0 
service. They are the result, apparently 
of unproven charges of domination, cot 
trol, and monopoly. They stem from thé 
competitive cry of those who seck 
through commission edict and withou 
competitive effort, to replace the pioneer: 
who developed our American system. 





Financial News 


and 
Comment 


By OWEN ELY 


Chairman Eicher’s Address 


HAIRMAN Eicher, newly appointed 

head of the SEC, was, at his own 
equest, invited to address the recent EFI 
@convention. Instead of bearing an olive 
branch, however, as some had expected, 
e delivered a statement highly critical 
pf holding company systems. (See di- 


pest on page 37.) In effect, Chairman 
icher charged holding company execu- 
ives with: (1) using the defense pro- 
@eram as an excuse to seek deferment of 
ntegration; (2) instilling fears in in- 
estors’ minds regarding the effects of 
ntegration on security values ; and (3) in 


some cases curtailing or postponing 
eeded expansion, due perhaps to fears 
hat their interests might be endangered 
y bringing in outside capital. 

As The Wall Street J ournal expressed 
t, utility executives “squirmed in in- 
dignation.” C. W. Kellogg, head of the 
EEI, commented that Chairman Eicher 
ould hardly expect his listeners to agree 

ith everything he had said. The 
ournal editorially reminded Chairman 
Kicher of the quasi judicial character of 
is commission, and suggested that SEC 
officials either “forswear public plat- 
forms altogether and confine their out- 
givings within the limits imposed by their 
official duties or else to eschew all re- 
marks that could be deemed out of place 
by a judge on the bench.” 

Chairman Eicher intimated that in- 
vestors were being unduly alarmed re- 
garding the value of their securities, 

hereas “‘studies of independent statis- 
ical agencies indicate that the break-up 
alue of many holding companies is sub- 
tantially greater than their present 
going value.” This probably refers to 


the study issued by Standard Statistics 
in March, favorably mentioned by 
former SEC Chairman Frank. Standard 
recently issued new estimates (see ac- 
companying table) which in most cases 
were lower than the old. In the case of 
some senior securities, the revised esti- 
mates, with 20 per cent allowance for 
shrinkage, were lower than current mar- 
ket prices. 


 emape & Poor’s index of 17 hold- 
ing companies’ stocks has declined 
about 25 per cent in 1941, compared with 
a net dip of 14 per cent in operating com- 
pany stocks and 6 per cent in industrial 
issues. The accompanying chart shows 
holding company stocks back to the level 
of 1918-21, while operating utilities and 
industrials gre substantially higher. Why 
do holding company stocks continue to 
decline when their potential liquidating 
values have been so well advertised? 
(The ForTNIGHTLY, as indicated on 
page 32, began analyzing liquidating 
values over a year ago.) 

So far as the writer is aware, utility 
executives have never made a practice 
of questioning these estimates. But 
after all they remain estimates, since 
there have only been a few cases of public 
offerings of operating company securi- 
ties by holding companies. Standard & 
Poor’s has pointed out recently a great 
deal of potential shrinkage must be al- 
lowed under war conditions, with re- 
sulting severe leverage effects on junior 
securities. Thus, while United Light & 
Power preferred was given a liquidat- 
ing value of 71 by Standard in March, 
more recently the estimate was scaled 
down to 47, and after allowance for 
“shrinkage” to 2, compared with the cur- 
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rent market price of 24. Northern States 
Power Class A, formerly valued at 21, 
was reduced to 10, while 20 per cent 
shrinkage would leave nothing at all for 
shareholders, according to Standard’s 
new estimates. While these are extreme 
instances it is only natural that holding 
company stockholders remain somewhat 
skeptical, especially as the current down- 
ward trend of earnings will be magnified 
by the leverage factor, and it is impos- 
sible in most cases to “time” the eventual 
distribution of assets. 

Chairman Eicher has intimated that a 
year or two will be allowed for integra- 
tion. If holding company stockholders 
have to wait that long, the shrinkage in 
their securities may, due to war, prove 
bigger than those estimated by Standard. 
Moreover, this does not take into ac- 
count delays due to possible litigation 
over SEC powers. 


uT the fears of declining earnings 
and integration delays are perhaps 

not the major factors in the recent de- 
cline in holding company stock prices. 
The SEC itself may have some responsi- 
bility because of proposed or rumored 
rulings which might have a very drastic 
effect on the income of holding com- 
panies and the value of their securities. 


Some holding company systems are ref 
garded as vulnerable to threatened SE( 
action to jack up depreciation rates 
Some of them would doubtless be af 
fected by a rumored dividend embargi* 
designed to reduce operating company 
debt to 50 per cent of net property. Oth. 
ers, such as Electric Bond and Sharef¥ 
would be severely handicapped by the 
cutting off of interest income from sub 
sidiaries with preferred stock arrears 
Still others, such as North Americanfi 
Company, are interrupted in the carry: 
ing out of dissolution proceedings and 
threatened with application of the Dee 
Rock Oil precedent, which subordinate 
holding company investments to similar 
securities held by the public. In view of 
these constant fears that holding com- 
panies will be torpedoed by one means or 
another, many investors in holding 
company stocks naturally desire to “cash 
in” now. Under such circumstances, 
theoretical estimates of higher values ob- 
tainable—subject to the good graces of 
the SEC—two or three years hence may 
not prove effective assurance. 

It seemed evident from Chairman 
Eicher’s remarks that the commission 
leans toward the method of a voluntary 
exchange of operating company securi- 
ties for holding company issues, rather 


ESTIMATED LIQUIDATING VALUES 
FortnicHtty 1940 Estimate Standard & Poor’s Good- Ap pros. 


Issue 


12/5 
3/14 


Amer. Gas & ae 
Amer. P. & L. $5 P 
Amer. Water Works 5 $6 Pfd. 
Common 
Columbia G. & E. $6 Pfd. .. 
2nd Pref. 
Common 
Commonwealth & Sou. Pid. 
Common 
Elec. Bond & Share $5 Pfd. 


Common 
Electric P. & L. $6 


Common 


1/2/41 
3/28 


4/11 
5/9 


Pfd, 
Engineers Pub. Ser. $5 Pfd. 
Common 
Middle West Corp. Common 
National P. & L. Common 
North American Co. Common 
Nor. States Power Class A 
Standard G, & E. $6 Pfd. .. 
United Gas Impr. Common 
United L. & P: $6 Pid. .... 


6/20 
6/6 


*Over-all basis. 
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Page Amount New Est. Less 20% body 


805 
356 


$30 
58 


$27 
58 
185 


7 
130 
115* 

13 
105 


$35 
70 
205 
9 
137 

122* 
2 
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.gnan liquidation and eventual cash dis- 
ibution, thus avoiding the troublesome 
x problem and the price shrinkage in- 

Bolved in public offerings. This is an 
xcellent idea. But the only important 

Mistance of this method, exchange of 

‘Ban Diego stock for Standard Gas bonds, 

as not been proven entirely successful 

d there is almost always a minority 
rho will refuse such a voluntary ex- 
ange in hopes of realizing higher cash 


Regarding Chairman Eicher’s opinion 
at the industry is “holding back” on 
tegration, it may be remarked (1) that 
e large systems, with possibly two or 
ree exceptions, have in the past year 
ommitted themselves to a general pro- 
Bram of codperation with the SEC— 
ough many minor issues remain, of 
ourse; and (2) that the one system 
hich is definitely prepared to take § 11 
b the courts—Engineers Public Service 
has apparently been unable, thus far, 
bp get started on that test. 


¥ 


Canadian Power Companies 


Feel War Taxes 


INCE Canada is “one jump ahead” of 
) the United States as regards par- 
cipation in the European war, it may 
e of interest to see what has happened 
‘fo some of the larger utilities in that 
jountry in the past year or so. 

The current proposal to increase the 
inimum corporation tax in Canada 
rom 30 to 40 per cent will naturally have 
more adverse effect on utility earnings 
han the pending jump from 24 to 30 per 
ent here. 

Montreal Light Heat & Power, prob- 
bly the largest Canadian company 
assets about $210,000,000), in 1940 re- 
borted earnings of $1.60 compared with 
51.83 in 1939 and $1.77 in 1938. Gross 
evenues gained only 6 per cent, ex- 

benses were 5 per cent larger, and de- 
breciation 8 per cent; but taxes jumped 
6 per cent, and as a result earnings 
iropped 13 per cent. Had taxes in- 
reased only as fast as revenues, share 
arnings would have been $2.02 instead 
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of $1.60—a gain of 11 per cent over 
1939, 

The company’s stock is currently sell- 
ing on the Curb around 144 to yield about 
9 per cent, after allowance for Canadian 
exchange. It is down about 44 per cent 
from last year’s high and 20 per cent 
from the 1941 high—a record almost 
identical with that of Consolidated 
Edison. 

Shawinigan Water & Power, one of 
the largest hydro companies in the 
world, was able to make a somewhat bet- 
ter showing, possibly because of smaller 
Dominion taxes. While taxes gained 63 
per cent they absorbed only 14 per cent 
of gross, compared with 22 per cent for 
the Montreal Company. Expenses and 
depreciation increased but slightly and 
share earnings dropped only 4 per cent, 
to 95 cents. The stock is currently 
around 8} on the Curb, down 
54 per cent from last year’s high and 23 
per cent from the 1941 high. The an- 
nual dividend rate of 90 cents indicates 
a net yield of about 103 per cent. 

J aes Light Heat & Power’s 

interim earnings have not been 
published but Shawinigan made an ex- 
cellent showing in the first quarter of 
1941, reporting 46 cents compared with 
30 cents in the first quarter of last year. 
These figures, however, were before in- 
come and excess profit taxes, and after 
a rough adjustment to present rates this 
year’s earnings will be cut to around 32 
cents, still a slight gain over last year 
(although anticipated higher taxes 
would probably change this to a de- 
crease). The gain in revenues was about 
18 per cent over 1940. Obviously, the 
company was able to control its expenses 
better than the Montreal Company, to 
which it furnishes hydro power, possibly 
because it distributes more current at 
wholesale. 

Gatineau Power Company in 1940 
earned 82 cents compared with $1.04 in 
the previous year; revenues gained only 
about 4 per cent ; hence the company was 
hurt by taxes which jumped nearly 100 
per cent. Owing to this leverage effect of 
taxes, it is estimated that a rise in the 
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normal tax rate to 40 per cent this year 
might cut earnings to around 60 cents 
(interim figures are not yet available). 

Gatineau Power stock is owned by In- 
ternational Hydro-Electric, which is now 
largely dependent on Gatineau dividends 
to pay the interest on its own bonds. 
Owing to current doubts regarding the 
safety of Gatineau dividends, the Hydro 
bonds recently slumped to 364 compared 
with last year’s peak of 74% and this 
year’s high of 514. At current prices the 
bonds would seem to have discounted im- 
mediate difficulties, as the next coupon is 
not due until October. Recent stiffening 
of Canadian dollar exchange, and the 
possibility of further gains due to de- 
fense collaboration with the United 
States, may partially offset a further rise 
in Canadian taxes. 


5) 


$234,000,000 Telephone 
Financing Ahead 


MERICAN Telephone and Telegraph 
is planning the largest single finan- 
cial operation in its history. Stockhold- 
ers were to be asked on June 25th to ap- 
prove an offering of $234,000,000 con- 
vertible debentures, most of the money 
to be used for an expansion program to 
meet defense needs. Bell system long- 
distance traffic is running about 30 per 
cent over last year, and new telephones 
are being added at a record rate, requir- 
ing a $400,000,000 construction program 
this year. No plans have been specifically 
announced for retiring the $95,000,000 
54 per cent debentures next fall, though 
it is possible that part of the proceeds 
of the convertible issue may be used. 

At the meeting on June 25th the in- 
terest rate on the new bonds, the ma- 
turity, and the terms of conversion were 
to be announced. The conversion price, 
not yet determined, would probably not 
exceed 150 compared with the current 
price of the stock around 153. The in- 
terest rate would be between 2 and 3 per 
cent, the redemption price not over 107, 
and the maturity between 1949 and 1956. 
Subscription rights would be offered to 
stockholders on the basis of $100 bonds 
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for each of the 8 shares of stock helt 

The company’s last financing was i 
December when $140,000,000 new mone; 
was raised through private sale of bonds 


¥ 


More Billions for Federal 
Power? 


HE question of the adequacy of ow 

electric power resources, raisej 
from time to time by Washington, ha 
again come to the fore owing to the ac 
celerating tempo of the defense program; 
plus severe drought difficulties in TVA 
territory. Last year the industry, by 
marshaling the factual evidence, demon: 
strated its ability to meet all reasonabl 
demands. A Federal “grid” in easter 


territory to be superimposed on the ex 


isting private power pool (already inter: 
connected except at a few points) was 
shown to be a waste of public fund 
similar to the abandoned Passama- 
quoddy plan. 

The industry has recently stepped up 
its expansion program and, if there are 
no unforeseen delays in obtaining de- 
liveries of generators and other equip- 
ment, it should be prepared to handle all 


over-all discernible demands althoughf 


some local difficulties may crop up from 
time to time. President Kellogg of the 
Edison Electric Institute, speaking at 
the convention recently, expressed conf- 


dence that there would be an adequattf 


supply of power not only to “turn the 
wheels of industry but also to supply the 
needs of the great electrochemical and 
electrometallurgical industries.” He 
stated that some recent alleged power 
shortages, when analyzed, proved to be 
merely an unwillingness to pay the nec: 
essary price to obtain an added power 
supply, which in physical amounts was 
entirely available. (It is obvious that i 
stand-by steam plants must be pressed 
into service, costs are going to bk 
higher.) As to the general shortages es- 
timated by the FPC or other government 
agencies, Mr. Kellogg stated that these 
needs, following early forecast, have 
usually been anticipated by construction 
before they occurred. 
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INTERIM EARNINGS PER SHARE 


End of 12-month Period 3-month Period 
electric and Gas Companies Periods 1941 1940 Incr. 1941 1940 Iner. 


American Gas & Elec. Consol. ....... - Apr. * 87 $2.84 1% $ .23b ry D18% 
Amer. Power & Lt. (Pfd.) Consol. . Apr. 6.83 D7 82 2.04 Dil 
American Water Works Consol. ...... ’ . 4:17 DS 
Parent Co. .. 4 : 54 D4l 
Boston Edison Mar. : 2.22 8 89 88 
Cities Service P. & L. (Pfd.) Consol. .. : ; 35.93 D7 10.15b 10.49b D3 
Parent Co. : : 19.90 38 oe a a 
Commonwealth Edison Consol. ....... . : 2.29 1 73 Yj: eee 97. 
Com. & Southern (Pfd.) Consol. ...... : , 9.13 1 ; 2.92b 13 
Consolidated Edison, N. Y. Consol. .... : ; 2.25 D7 ‘ 1.11 Dil 
Parent Co. . ; J 214 Es . dt ee 
Cons. Gas of Baltimore Consol. ...... . : 5.06 D16 : 1.41 
Detroit Edison Consol. , : : 12 ed ae 
Elec. Bond & Share (Pfd.) Parent Co. : é ; 6 i 1.54 
Elec. Power & Lt. (1st Pfd.) Consol. : ; : 50 : 1.33 
Parent Co. ; } : 147 : ; 
Engineers Public Service Consol. ..... . J : D4 
Parent Co. ‘ : : D8 
Federal Light & Traction Consol. .... 4 
i Inter. Hydro-Elec. (Pfid.) Consol. 
Long Island Lighting (Pfd.) C onsol. . 
Parent Co. 
Middle West Corp. Consol. .......... 
Parent Co. 
National Power & Light Consol. ...... Feb. 
Parent Co. ... 
Niagara Hudson Power Consol. ...... 
North American al 


Nor. States Pwr. (Del) ). Cons al A) 

Pacific Gas & Electric Consol. 

Public Service Corp. of N. J. Consol. .. 
Parent Co. 

Southern California Edison 

Stand. Gas & Elec. (Pr. Pfd.) Consol. 
Parent Co. 

United Gas Improvement Consol 


Parent Co. 
United Lt. & Power (Pfd.) Consol. .. 
Parent Co. 
Gas Companies 
American Light & Traction Consol. ... 2 : : oe arg 
Brooklyn Union Gas ; : : ae 86 84 2 
Columbia Gas & Electric Consol. 4 ; : an 49 D37 
Parent Co. . : ; ; mS ss i 
El Paso Natural Gas Consol. : ‘ ; 1.17b .89b 32 
Lone Star Gas Consol. : . . 80 83 D4 
Oklahoma Natural Gas i wa re oa 
Pacific Lighting Consol. .......... >. ; ‘ : “2 es es 
Peoples Gas Light & Coke Consol. .... , { . 252 210 2 
United Gas Corp. (1st Pfd.) Consol. . : Sf =e = 
Parent Co. 
Telephone and Telegraph Companies 
American Tel. & Tel. Consol. ........ ; : i sr oe me 
Parent Co. f : 3 2.60 2.47 5 
General Telephone Consol. .......... : i : 83 59 40 
Western Union Tel. A : i 1.23 20 515 
Systems outside United States 
Amer. & For. Pwr. (1st Pfd.) Consol. 
Parent Co. 
Inter. Tel. & Tel. Consol. ........000 Dec. (a) 
Parent Co. Dec 


D—Deficit or decrease. (a) Earnings are exclusive of certain subsidiaries. (b) January-March quarter. 
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Holding Companies and the 
National Defense 


HAIRMAN Edward C. Eicher of the 

Securities and Exchange Commis- 
sion, at the recent annual convention of 
the Edison Electric Institute at Buffalo, 
New York, served notice that the SEC 
intends to enforce § 11 of the Holding 
Cornpany Act. At the same time he gave 
assurances to utility investors that hold- 
ing companies will not be broken up by 
sudden or punitive persecutions under 
he act. The chairman pledged his com- 
mission to enforce the act carefully, as 
well as thoroughly, keeping in mind the 
best interests of the investors as well as 
he consumers. 

Prior to Chairman Eicher’s address, 
some hope had been fostered in holding 
ompany circles that the SEC might be 
disposed to suspend active or complete 
enforcement of the integration provi- 
sions of the act “for the duration” of the 
present emergency. This hope for a 
holiday” or “reprieve” on the enforce- 

ent of § 11 was based upon the bur- 
densome situation in which the industry 
ow finds itself trying to take care of 
he unprecedented demand for service 
treated by general defense activity and 
rought complications. The suggestion 
ad been made that holding company 

anagement should not be interrupted 

r distracted at this time from operation 
problems by matters of corporate re- 
brganization which could just as well 

ait for more favorable circumstances. 


OWEVER, Chairman Eicher took the 
| position that cleaning up the hold- 

ng company structure in compliance 
vith the act will be a help rather than a 
indrance to effective industrial opera- 
ions in the national defense. “If there 
as ever a time,” he said, “when it is of 
he utmost importance to clear away the 
lébris of holding company siphoning-off 
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of assets and earnings, now is that time.” 
Furthermore, he implied that much of 
the apprehension over the consequences 
of enforcing § 11 had been artificially 
fomented. He stated: 


The executives of some of your larger 
holding company systems have recently been 
before us in Washington with a plea which, 
in homely language, runs something like 
this: “Our stockholders are scared to death! 
They believe that the enforcement of § 11 
will wipe out their values! The prices of our 
securities are sinking out of sight! Please do 
something to help us!” It is true that the 
stockholders in many holding companies 
have been badly frightened. But that fear has 
been nurtured by a systematic campaign of 
fear conducted by some of the very execu- 
tives who are now pleading for help. It is 
not necessary to name names. It is only nec- 
essary to refer to the periodic official an- 
nouncements of several holding company 
managements to their security holders—the 
statements in the annual reports and at the 
annual stockholders’ meetings. Those state- 
ments speak for themselves. They have been 
calculated to generate the fear that the en- 
forcement of § 11 would result in the dis- 
tress sale of assets within a brief and com- 
pletely unelastic period of time. And if we 
read the signs properly, those who created 
this monster of fear are now themselves 
frightened by the results that they have pro- 
duced. 


HAIRMAN Eicher made his informal 

declaration of policy with respect 
to enforcing § 11 in five points, or 
“truths,” which might be briefly sum- 
marized as follows: 


1. The commission is resolved to en- 
force § 11. 

2. The law does not require the sale 
of holding company assets at unfair or 
inequitable prices ; hence the SEC will 
see to it that security holders are pro- 
tected against sales on such terms. 

3. Orders under § 11 are not self- 
enforcing and do not come within the 
criminal sanctions of the statute; 
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hence the commission may use its dis- 
cretion in allowing time for carrying 
out orders, even though that time may 
extend beyond the second optional 
year if special circumstances warrant 
such consideration. Otherwise, the 
commission will apply to a court to en- 
force compliance (although it was 
noted that the SEC is not required to 
apply to the court at any particular 
time). 

4. Studies of independent statistical 
agencies indicate that the “break-up” 
value of many holding companies is 
substantially greater than their present 
“going value.” Hence the sale of hold- 
ing company assets will not necessarily 
be a “losing proposition.” 


5. There will be no necessity for the 
sale of underlying securities in the 
general market; and holding com- 
panies may meet the requirements of 
the statute by distributing underlying 
securities directly to security holders 
on a pro rata basis. 


HAIRMAN Eicher rejected the argu- 

ment that national interests could 
be best served by deferring holding com- 
pany reorganization. He stated on this 
point: 


Not until after the World War did large 
parts of the policies come under the domina- 
tion of financial interests or financially 
minded operating men. In the last World 
War, the problems of the increased needs 
of power were solved primarily by true 
operating men whose interest was in produc- 
tion for service. Today, the problem is com- 
plicated by the fact that the front line op- 
erating men — those who really know the 
down-to-the-earth defense power needs of 
their own communities — are powerless to 
make decisions. The decisions must come 
from distant holding company executives 
who at best are only remotely familiar with 
particular power problems and who at worst 
are selfishly refusing to do anything which 
they fear might weaken their own strangle 
hold on a scattered system. 

All of these facts point to a joint obliga- 
tion resting on the public utility industry 
and the government, including the Securities 
and Exchange Commission. The public 
utility industry must plan, more carefully 
than it ever has done before, to create addi- 
tional capacity for the critical years ahead 
of us, and it must plan now. It must plan 
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comprehensively in terms of projected pro. 
duction—liberally estimated—and in term; 
of financing conservatively the facilities that 
are necessary for such stepped-up produc. 
tion. It must plan to build and locate addi. 
tional utility facilities so that they will be 
coordinated and integrated with existing 
utility facilities as far as possible in a man. 


maximum of energy therefrom. It must plan 
to codrdinate and integrate to the fullest ex. 
tent possible all existing utility facilities s 
that munitions of all kinds can flow unin. 
terruptedly from our factories. It must plan 
to produce and distribute power at the low. 
est possible cost without unnecessary over- 
head and service charges so that our national 
defense bill will not be unduly increased. Ty 
facilitate its financing and to encourage pub- 
lic acceptance of its securities, the industry 
must simplify its corporate structure. 


day than in World War I. During th 
period 1914-1918 American industn 
was only 40 per cent electrified and les 
than half of that was supplied by utilit 
companies. Today American industry i 
90 per cent electrified and nearly 65 pe 


cent is utility service. The SEC is study 
ing particularly those companies operat 
ing in the defense material areas in th 
light of the impact of national policie 
on their dollar needs. Additional facil 
ties must be tied in with future financin, 
plans. 


N closing the convention, C. W. Ke 
log, president of the Edison Electri 
Institute, gave assurances to Mr. Eiche 
that both holding and operating co 
panies would use their best efforts to si 
to it that the power supply of this co 
try is adequate at all times. 

The deferment of every kind of goi 
ernmental expenditure that does not 
directly into the war was urged befo 
the institute by Carl Snyder, former! 
statistician of the Federal Reserve Bai 
of New York, as a means to prevent 
disastrous inflation. Mr. Snyder warne 
that the country cannot continue ! 
usual rate of expenditure and improv 
ment merely by printing money, whit 
is virtually what it is doing now. Bus 
ness as usual is impossible, he said. 

“We are spending billions by printis 
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THE CAT IS BACK 


oney in the form of bonds, which can 
ly lead to a disastrous inflation unless 
e can curtail expenditures correspond- 
gly in other ways,” he asserted. It is 
vast delusion, Mr. Snyder told the con- 
ention, that this country can somehow 
bntinue its present colossal scale of 


government expenditure, and, by means 
of huge issues of bonds and by heavy 
taxation largely falling upon the rich, 
come out the gainer in the end. “The 
rich cannot pay for this war, alone,” he 
added, declaring there has been a con- 
tinuation of all the worst features of the 
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past ten years in “an insane belief, as I 
view it, that we can somehow ‘spend our 
way to prosperity.’ ” 

Colonel H. S. Bennion, vice president 
and managing director of the Edison 
Electric Institute, advocated that the na- 
tion’s private utilities follow a 4-point 
program to insure an adequate power 
supply for whatever expansion in the 
defense program may come. He sug- 
gested rearrangement of the industrial 
demand for power over different hours 
of the day wherever possible and recom- 
mended restudies of generating plant, 
transmission, and distribution facilities 
to determine what each part of the sys- 
tem can be forced to do if necessary to 
get the most out of the plant. 

As a third point, the speaker urged 
that all companies keep well posted on 
load and capacity conditions in all neigh- 
boring territories. As a fourth point he 
called for the reéxamination of the types 
of customers being supplied with elec- 
tricity to determine which ones could be 
curtailed if a real need should arise in 
the future. 


E. Moore, operating consultant of 

e Ebasco Services Incorporated, said 
that today a new emphasis and in some 
respects a new significance attach to 
the benefits realizable from power sys- 
tem interconnections. In particular, he 
added, the impact of the defense pro- 
gram upon electric power systems was 
just beginning to be appreciated, for the 
reason that the defense program itself 
was just beginning to be understood. 


Mr. Moore in his address continued 


For operation in 1942 no new generating’ 


units of economic size, other than those noy 
in process of construction, can be madd 
available. For operation in 1943 the situatiog 
as to manufacturers’ facilities and floor spac 
and as to critical materials and skilled labo 
definitely limits the aggregate capacity o 
new generating units which can be produced 

This limit aggregate of new units must b 
divided between utility system plants, largd 
industrial plants, and government plants 
Priorities may affect unexpectedly the dese 
tination as to specific localities of the gener 
ating units which can be produced for 194) 
and for 1943. However, both for 1942 anj 
for 1943 an amount of effective load-carry 
ing capacity can be made available by suit 
able interconnections which will constitute 
far larger addition to our power resource 
than is generally recognized. 


If during a war emergency the Unitegie 
States can reach a $110,000,000,000 na 
tional output, estimated for 1943, it car 
do it for peace, but it will have to worl 
almost as many hours, D, C. Prince 
manager of the commercial engineerin 
department of the General Electri 
Company, declared. 

Analyzing the division of national in 
come and output in 1940, a compara 
tively normal year, and that which wil 
exist in 1943, when the defense program 
will be in full swing, Mr. Prince su 
gested that by 1942 “we shall have a tot 
national output of $110,000,000,0( 
which will flow from the work of 35, 
000,000 people working forty-six hou 
a week,” compared with the national out 
put of $82,200,000,000 in 1940, of whi 
only about $2,700,000,000 was spent i 
rectly on national defense. 





Competitive Bidding and the Redistribution of 
Voting Power 


“pein tie its series of “comment” 
articles on various provisions of 
the Holding Company Act, The Yale 
Law Journal, in its April and May is- 
sues, respectively, takes up the subject 
of “competitive bidding” and “distribu- 


tion of voting power.” The article on 
competitive bidding in the April issue is 
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the product of J. K. Busby. The artic 
on the distribution of voting power 
the May issue is unsigned. 

Mr. Busby thinks that adequate analy 
sis of the problem underlying the co 
petitive bidding controversy is sti 
needed, despite “extensive and _ bitte 
dispute.” He agrees completely with tht 





WHAT OTHERS THINK 


position taken by the Securities and Ex- 
hange Commission in its recent regula- 
jon under the Holding Company Act 
M@that “underwriters’ fees (where bonds 
have been privately handled) are exces- 
‘Bsive, that they stem from the existence 
of more or less informal monopolistic 
practices among investment bankers, so 
@iar untouched by the regulating tech- 
iques of the commission, and that the 
effects of these practices can be success- 


| The author outlines the traditional 
echnique of syndicate underwriting 
hrough private negotiation. He says 
‘there is little risk in underwriting a 
tility bond issue” because the bond will 
almost surely find a ready market. Un- 
der such circumstances, excessive pay- 
ments for the “risk” of handling an is- 
ue can hardly be justified. Likewise, 
large payments to dealers for service 


ingarendered in selling the bonds are objec- 


ionable. 


HE reasons why these practices have 

flourished in the past, according to 
{r. Busby, are: (1) domination of cor- 
porate financing by investment bankers 
vho do not compete for but, instead, 
hare available underwriting business; 
(2) utility management has not always 
attempted to sell securities on a competi- 
ive basis but has submitted to the in- 
fluence of noncompetitive financial in- 
erests; (3) the inability of the SEC and 
other regulatory authorities to correct 
abuses of closed financing by regulation 
of it as such, because of the absence of a 
proper standard for a reasonable fee, 
and the failure of restrictive rules (such 
as the former Rule U-12F-2) to abate 
ollusive underwriting. The author con- 
ludes that a definite requirement of 
open competitive bidding is the only 
omplete remedy. He adds: 

Competitive bidding, however, has not 
been without its critics, who argue that it 
will injure investors and issuers as well as 
underwriters and dealers. It is argued that 
by eliminating the regular banker who may 
insist that. protective provisions be inserted 
in indentures, investors will suffer. But a 
major cause for creation of the SEC’s pow- 


ers under the Trust Indenture and Holding 
Company acts was the failure of bankers to 
protect the interest of the investing public; 
and these critics have not suggested the SEC 
will not provide the necessary safeguards. 
Likewise, the contention that competitive 
bidding will cause losses to purchasers by 
forcing security prices to levels unsustain- 
able after the public offering, is of dubious 
validity. The argument implies that it is 
not in the public interest for utilities to sell 
their securities on the best terms obtainable 
—the antithesis of the premise supporting 
regulation of utility finance. Furthermore, 
overpricing is likely to be curtailed by so- 
called buyers’ strikes, and in any case the 
supposed injury to individual investors is 
largely imaginary: The buyers of utility 
bonds are mainly institutional investors pur- 
chasing for yield to maturity without regard 
for short-term price fluctuations. Nor is it 
likely that issuers will be injured by losing 
the advice of a regular banker or his assist- 
ance in preparing registration statements 
and indentures. Utility management is able 
to formulate its own financial policy, and, 
although an independent adviser can be em- 
ployed if necessary, setting up registration 
_— and indentures is no longer diffi- 
cult. 


Mr. Busby observes that the experi- 
ence of Massachusetts and New Hamp- 
shire, where competitive bidding has 
been required for some time on the han- 
dling of utility underwriting, indicates 
that competition need not interfere with 
an issuer’s time schedule or penalize un- 
derwriters by lengthening the commit- 
ment period. Further, he points to the 
willingness of certain bond houses to 
submit competitive bids as a suitable 
safeguard against any concerted sabo- 
tage of the competitive bidding rule by 
the refusal of banking interests to sub- 
mit bids. 


I discussing the distribution of voting 
power under the Holding Company 
Act, the May issue of The Yale Law 
Journal observes that § 11 (b) (2) 
merely requires the SEC (1) to simplify 
corporate structures through the elimi- 
nation of pyramids; (2) to avoid more 
than one class of voting stock within the 
same corporate structure; and (3) not 
to permit the exercise of control through 
“disproportionately small investment.” 
This, the article submits, is a rather 
meager guide for the SEC in the estab- 
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lishment of a policy for fair and equita- 
ble distribution of voting power. Under 
§ 7 (e) companies are forbidden to “al- 
ter the priorities, preferences, voting 
power, or other rights of the holders of 
an outstanding security” if the commis- 
sion finds that the change will “result in 
an unfair or inequitable distribution of 
voting power.” But no specific statutory 
standard is provided thereunder. 

The article goes on to cite cases in 
which the SEC has interpreted these 
powers—rather sparingly, in the opinion 
of the author. Thus corporations have 
been permitted voluntarily to enfranchise 
previously voteless preferred stockhold- 
ers. Over the voting rights of recent is- 
sues, the commission has maintained 
vigilant supervision. The act imposes a 
“heavy presumption” against the issu- 


ance of any but common stock having at 
least equal voting rights with any out- 
standing security. More recently, the 
terms and conditions of new preferred 
issues, although not providing for shifts 
of control in the election of directors 
(except for dividend defaults), have as- 


sumed a consistent pattern in affording 
purchasers more voting protection. 

Usually, new preferred holders, vot- 
ing as a class, must approve mergers. 
Prejudicial charter amendments must 
have the consent of two-thirds of the 
preferred class, as is usually the case for 
dividend payments on outstanding junior 
shares or subsequent issues of preferred 
stock or debt securities. Preferred share- 
holders have won increased recognition 
in corporate elections through permanent 
voting rights share for share with the 
common stock in some cases. After de- 
faults aggregating one year’s dividends, 
they may vote as a class for two direc- 
tors, and, after 12 quarterly dividends, 
for the majority of the board. 


How The Yale Law Journal 
article states that “the variations, 
usually involving earlier shifts of con- 
trol, have been slight.” While policing 
voting rights under other sections of the 
act, the commission has made few direct 
references to the fair and equitable dis- 
tribution required under § 11 (b) (2). 
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It has directed its enforcement progran 
under this section chiefly at corporations 
where valueless common stock consti. 
tutes only a small percentage of capita 
stock liability. The commission has thy 
geared its active administration of § 1! 
(b) (2) to the reorganization of struc 
turally deficient corporations. 
However, in the recent Columbia Ga 
& Electric Corporation Case (where th 


company sought to withhold voting bam 


preferred shareholders for directors ex 
cept where four dividends might be if 
default, and then only on a share-for 
share basis with the more numerou 
common), the commission ignored thi 
claim that dividend records were goo 
and the contention that enfranchising 
preferred holders would impair thi 
rights of common stockholders. Ii 


fair and equitable. The article states: 


Despite such vague threats of progressiv 
action and the increasingly high standari 
that the commission is requiring of preferrei 
stock voting provisions, its powers are being 
frugally employed. If effective protectio 
and participation are to be achieved, a mor 
decisive therapeutic is needed. Preferre 
stock, voting as a class, should have perm 
nent minority representation, not so large: 
to block action, but assuring consideratia 


the representation should be increased t 
achieve the commission’s standard of recog 
nition in proportion to investment. The tr 


formula. Its exclusive use, moreover, hi 
been approved in recent Federal legislation 
The Investment Company Act of 19401 
quires provision for preferred stockholde 
to elect a majority of directors when divi 
dends are unpaid for two years. 

X of the Bankruptcy Act, demanding fai 
and equitable distribution of voting powé 
within a reorganized company, specifies fo 
preferred stock that the charter include pr 
visions for the election of representati 
directors in the event of dividend default 
But to insure a shift of control before dam 
age becomes irreparable, other contingencit 
such as the failure of earnings or assets {i 


maintain stated levels, should be considereim 


for inclusion. Complemented by class vo 
ing rights in proposed action materially a 
fecting their interests, this permanent pat 
ticipation by preferred stockholders wool 
help to break down their indifference and t 

prevent repetition of the abuses to whit! 
ho have been subjected. 
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‘THAT EX-TELEPHONE SOLDIER MADE THEM SO DARN SENSITIVE THE 
ALARM GOES OFF FOR BUMBLE BEES” 


HE article concedes that the poten- 
tial impairment of common stock 
rights through the development of class 
epresentation in corporate directorates 
must receive consideration. The shift of 
ontrol must be timed so as to give com- 
on stockholders a chance to achieve 
successful management. Further, they 
must be protected after control has 
passed and their own control must be re- 
nstated after arrearages have been 
eliminated. 

The fiduciary duties of directors 
must be adjusted to new legal relations, 
since conflicts between allegiance to con- 

tituents and duty to the corporation as 
2 whole might damage the property 
hrough ineffective management. Courts, 


the article states, must hold the director 
as a fiduciary for all stockholders. Fi- 
nally, the success of a program for re- 
distributing voting power was said to de- 
pend on adequate procedure for the 
nomination and election of directors. A 
divorce of “proxy machinery” from 
vested management is suggested to 
arouse American investors. 

The SEC, under the powers derived 
from the Holding Company Act, can test 
the potentialities of permanent represen- 
tation for all security holders. If the ex- 
periment fails to give adequate protec- 
tion, it would indicate that existing 
forms of holding company participation 
might well be abandoned in favor of 
quasi public protective committees. 
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Nature Study Develops an Interesting Gas 
Leak Survey Technique 


F an experienced doctor were invited 
to step into a medium-sized audi- 
torium to estimate the health status of an 
average collection of citizens there assem- 
bled, there are certain diseases which he 
could fairly easily detect in the incipient 
stage. He could spot certain gland dis- 
turbances from pop eyes and obesity. 
Pale and emaciated faces suggest anemia, 
possibly tuberculosis. 

It would take a little time and, on the 
basis of such a perfunctory examination, 
the theoretical “horseback” diagnosis 
would have to be very tentative. But it is 
surprising how quickly and effectively 
the good doctor can separate the healthy 
from the unhealthy, even after such a 
casual examination, because he is trained 
to recognize certain signs which escape 
the untrained eye. Milton W. Heath, of 
Wellesley, Massachusetts, has developed 
a service for locating gas leaks which is 
very much like that of an examining phy- 
sician. It is a systematic study of vege- 
tation (trees and grass) near gas lines. 

Some years ago, Mr. Heath noted that 
vegetation has its “normal green,” vary- 
ing at different times of the year and ac- 
cording to the amount of rainfall, the 
quality of the terrain, and other circum- 
stances. So far, this was not very orig- 
inal. For that matter, gas company oper- 
ators had long been familiar with the 
telltale evidences of subterranean gas 
leaks in the form of drooping vegetation. 


ut Mr. Heath made a specialty of 

his observations and discovered that 
after a suitable checking and counter- 
checking the trained observer of vege- 
tation could (1) determine not only 
when gas leaks were present as a result 
of dying vegetation, but (2) when such 
dying vegetation was not the result of gas 
leakage—and (3) equally important, 
when very meager and nondescript symp- 
toms, wholly unrecognized by the aver- 
age person, revealed leakage which could 
be corrected far in advance of actual 
damage to vegetation. 
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It took a good deal of patience to de. 
velop this technique and still more to 
teach it to others. Mr. Heath found that 
less than one per cent of men who are 
already good tree men make good special- 
ty diagnosticians or survey men. Special 
tools for this work were also developed, 

The vegetation expert drives his auto- 
mobile slowly over streets or along roads 
where mains are located. When he spots 
a suspicious appearance he takes tests. Ii 
these reveal the presence of gas injury to 
vegetation, he makes a report on the con- 
dition, location, and other circumstances, 
If no gas injury, reports are also made, 

Mr. Heath’s organization has been able 
to render some valuable aid to gas com- 
panies, not only by way of detecting 
leaks, but avoiding damage suits by prop- 
erty owners or establishing the true na- 
ture of injury to vegetation where such 
injury actually exists. Both functions are 
performed during the same operation. 
Both artificial and natural gas are harm- 
ful to trees and shrubbery, although the 
poisonous effect is much more pro- 
nounced in the case of manufactured gas. 
In addition to wilting and drying out of 
hair or feeder roots, trees that have been 
attacked by gas are also a special target 
of a certain fungus (nicknamed the 
“gasbug”). Other symptoms include a 
jelly-like growth on certain trees, a dis- 
tortion and unevenness of grass blades, 
and the drooping of leaves. Small leaks 
will cause the leaves of a tree to be re- 
duced in size over a period of time. 
Larger leaks over a shorter period result 
in discoloration or killing without dis- 
coloration of leaves and branches. 


NCE trouble has been discovered to 

be due to gas leaks, the curative 
program is fairly simple: (1) The leak 
is repaired; (2) soil is “aerated”; (3) 
the tree is fertilized with a curative plant 
food after a soil test determines the con- 
dition; (4) subsoil irrigation is pro- 
vided through dry wells; (5) decayed 
branches are pruned. 
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Not many years ago, following a se- 
ere winter in New England, a number 
of gas companies received claims for in- 
jured trees, shrubs, and lawns due to 
gas leaks. 

Some of the claims were legitimate; 
many were not. A particularly serious 
case was that in which a city brought 
suit for a number of trees, claiming that 
they had been killed by gas. A thorough 


inspection showed some gas injuries and 
prompt treatment restored 90 per cent of 
the injured trees to better condition than 
they were in before. Other injuries were 
proven not to be caused by gas. 

—F. X. W. 


ANOTHER CERTIFIED PERFORMANCE—THE VEGE- 
TATION METHOD oF LocaTING Gas LEAKS. 
Paper given before Pacific Coast Gas Associ- 
ation, Coronado, Cal. 





Special Rates for Auxiliary and Stand-by 
Service 


NE of the problems which may be- 
O come intensified as the defense ac- 
Itivity places greater demands on the 
load capacity of electric utilities, is the 
customer with a home generating plant. 
Of course, the customer who takes care 
of all his own power requirements with 
his own facilities is only a problem to the 
utility commercial office in the form of 
lost sale possibilities. Right now, that is 
a problem which can be deferred unless 
the eventual lack of petroleum fuel 
should suddenly throw such customers 
on the utility lines without suitable 
preparation. 

But it is the customer who makes only 
partial use of his own generating facili- 
ties and who calls on the utility for 
auxiliary or stand-by service who creates 
special difficulties. He may contribute to 
the peak demand without contributing 
proportionately to the utility’s revenue 
requirement. 

This type of customer was the object 
of special discussion in a paper recently 
read before the Nineteenth Annual Con- 
ference of State Utility Commission En- 
gineers in Washington, D. C. E. Irvine 
Rudd, chief engineer of the Connecticut 
Public Utilities Commission, was the 
author of the paper. Mr. Rudd stressed 
the fact that he had no quarrel with the 
commercial or industrial consumer who 
sees fit to generate his own electricity, 
even where he calls on the utility for 
auxiliary or stand-by service. 

If the customer’s wiring is segregated 
so that all the load cannot be thrown on 


the utility, the proprietor of such an es- 
tablishment as an automobile service sta- 
tion can save money by installing a gaso- 
line-driven generator to carry his load 
when the demand is high. He can use 
the electric utility service during other 
hours. 


uT here are some of the questions 
which a general stand-by customer 
presents, according to Mr. Rudd: 


‘How shall the electric utility proceed in 
solving the problem of making a rate for 
stand-by or auxiliary service to a customer 
who owns a generating plant? Shall the rate 
be designed to prevent the use of the utility 
service as a stand-by or auxiliary? Shall it 
be so designed as to encourage the private 
plant owner to discard his plant and turn 
to the utility for complete service? Shall 
all the costs be evaluated and the rate be 
designed to recover these costs without_re- 
gard to losing or winning the customer? 

That is the problem of the utility, but, to 
my mind, the regulatory problem is to pre- 
vent discrimination. Every private generat- 
ing plant is a competitor of the utility, for 
its load is removed from the field of utility 
service. The remaining customers lose be- 
cause the diversity factor is modified and 
the volume of kilowatt hours is reduced. 
If the owner of the private plant is furnished 
stand-by or auxiliary service there must be 
no shifting of the costs to the other classes. 
Discrimination is prevented if the customer 
is served at not less than his proportionate 
share of all costs. ... 

So you see, if a customer-owned generat- 
ing plant starts moving the consumption po- 
sition of a customer from the high- to the 
low-consumption brackets, he is heading into 
the area where billings for service are not 
recovering all the costs. Therefore, if stand- 
by or auxiliary service is furnished on the 
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complete service rate, the lost operating in- 
come will have to be recovered from some 
other classification or the rate level raised 
for all the customers in that class. To pre- 
vent this discrimination against the other 
customers, the customer who owns a gener- 
ating plant should be served on a separate 
stand-by or auxiliary rate. 


Mr. Rudd proposes as a just “pre- 


N other words, utility commissions 
and their staff technicians might be 
remiss in their duty to the public if they 
“fail to question sharply any rate for 
stand-by or auxiliary service which ap- 
pears to be less than or equal to the rate 
for complete service.” Under such cir. 
cumstances, the utility should be re. 


quired to show that its proposed rate is 
on a higher level than a complete service 
rate. 


mise” that stand-by or auxiliary service 
should cover the full cost of rendering 
such service. He added: 


I think you will agree that regulation must 
aim at “the greatest good for the greatest 
number” of customers. Well! What causa- 
tively accounts for a general lowering of 
prices for electric service? Obviously, in- 
creasing volume and longer hours use; that 
is, higher load factor. If these favorable 
trends are halted, the lowering of prices 
must stop. If the stand-by or auxiliary 
user, a minority of the utility’s customers, 
through favorable conditions, can skim off 
the top of the utility’s sales, thereby reduc- 
ing volume and lowering load factor, that 
lost business must affect unfavorably the 
prices charged by the utility to all other 
users—unless he pays his way. The stand- 
by or auxiliary service user must pay enough 
to cover his full costs of service, including 
an average return on investment. 


Furthermore, stand-by or auxiliary 
rates should be designed so that the shift 
of the customer from high consumption 
to low consumption will result in a 
higher average rate to those making the 
shift. The speaker was of the opinion 
that it is inadvisable to “shade the capac- 
ity charges or lower the price for the 
initial blocks of energy” in making rates 
for this type of service. 


REGULATORY ProBLEM INCIDENTAL TO Cus- 
TOMER-OWNED GENERATING PLANTS. Paper 
presented by E. Irvine Rudd before the 
Nineteenth Annual Conference of State 
Utility Commission Engineers. May 13-15, 
1941, Washington, D. C. 





Notes on Recent Publications 


THE Book or THE States: 1941-1942. Pub- 
lished biennially by the Council of State Gov- 
ernments, 1313 East Sixtieth Street, Chicago, 
Ill. 416 pp. and index. $3.50. 

This is the fourth issue of the unique refer- 
ence manual on the forty-eight states which 
is compiled and published biennially by the 
Council of State Governments. Besides being 
a “bluebook” of the states in containing rou- 
tine information on state organization, per- 
sonnel, dates of legislative sessions, and like 
material, this volume reports the “news” 
about the states during the biennium just 
passed. In addition, one section of the book 
is a record of the activities of the Council 
of State Governments as an information cen- 
ter to assist states in performing their func- 
tions and in solving problems of legislation 
and administration. The council was estab- 
lished in its present form in 1935, and now 
has official commissions on interstate codper- 
ation in forty-four states. These commis- 
sions have brought about interstate action in 
many fields, from flood control to trade bar- 
riers. 

Much of the material in this book is in 
tabular form. More than one hundred tables 
show the occurrence of certain state laws, 
dates of adoption of major state taxes, as- 


DELEGATION OF 


sessed valuations of property, qualifications 
for voting, etc. The “news” in state govern- 
ment appears in concise articles on such sub- 
jects as state defense councils ; developments 
in social security legislation and administra- 
tion; merit system adoptions; state debts and 
finances; and state advertising. A 15-page 
bibliography on problems of state govern- 
ment and a roster of state administration offi- 
cials, classified by function, title, and agency 
duties, completes the compilation. 


COMMISSION JURISDICTION OF COOPERATIVES. 


Garkane Power Co., Inc. v. Public Service 
Commission (Utah) 8 University of Chicago 
Law Review 367. February, 1941. 


POWER—RATE-MAKING BY 
AGREEMENT OF THE PusLic UTILITY WITH 
THE Commission. Lenihan v. Tri-State Tele- 
phone & Telegraph Co., cert. denied, 9 U. S. 
Law Week 3159, 1940. (Minn.) 25 Minnesota 
Law Review 233. January, 1941. 


Hotpinc Company Act or 1935—Power or 


District Court To APPROVE CORPORATE SIM- 
PLIFICATION PLAN IN NONADVERSARY PRO- 
CEEDING. In Re Community Power & Light 
Co. (Fed) 8 University of Chicago Law Re- 
view 372. February, 1941. 
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he March of 
Events 


House Votes TVA Fund 


$40,000,000 appropriation to launch a new 
A $51,000,000 development by the Tennes- 
see Valley Authority to provide 117,000 addi- 
tional kilowatts of continuous power needed 
for production of aluminum for bombers won 
quick House approval last month. Within 
thirty minutes after its appropriations com- 
mittee had presented a resolution to provide 
for two additional hydroelectric projects and 
two additional storage dams on the Hiwassee 
river and its tributaries, the membership gave 
its consent by voice vote and sent the resolu- 
tion on to the Senate where speedy acceptance 
seemed assured. 

The brief discussion centered around op- 
position of some members to TVA policies 
and the personnel of the board of directors, 
chiefly the vice chairman, David E. Lilienthal. 

The $51,000,000 development would be in 
addition to a $65,800,000 TVA defense pro- 

Sram authorized last year. Both are entirely 
apart from TVA’s normal program embrac- 
ing 10 dams along the Tennessee river. 

The additional appropriation was urged by 
Under Secretary of War Robert P. Patterson, 
John D. Biggers, director of the Office of 
Production Management, and President 

© Roosevelt. 


FPC Report on Power 
Requirements 


HE Federal Power Commission on June 

12th issued the eighth of its reports on 
“Electric Power Requirements and Supply in 
the United States,” tracing the changes in the 
demand for power and the capacity available 
to meet the demand in the 48 power supply 
areas into which the country has been divided. 
The new report, which reflects month by 
month the impact of the expanding defense 
program on the country’s power systems, 
forecasts the probable demand for electric 
power in each area through the remainder of 
1941 and for the year 1942. It also showed the 
generating capacity which power systems an- 
ticipate they will have available to serve the 
expanding load. 

“In considering the forecasts, however,” the 
report said, “it should be borne in mind that 
the defense program has been expanded so 
rapidly that estimates of future load cannot 
be kept completely up to date,” and added that 
revised estimates indicated an aggregate 1942 
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load approximately 1,600,000 kilowatts in ex- 
cess of the figures on which the charts: in the 
report were based. 


Ban on RFC Funds Sought 


JOINT congressional committee voted last 

month to forbid the Reconstruction Fi- 
nance Corporation to spend money on the St. 
Lawrence waterway, the Florida ship canal, 
the Passamaquoddy tidal project, the Tombig- 
bee waterway in the South, and the proposed 
Nicaraguan canal. 

This decision was an agreement worked out 
by a Senate-House conference committee in a 
compromise of differences over legislation 
granting President Roosevelt broad powers to 
create new corporations for defense projects 
with RFC funds. 

When the Senate first passed this bill it in- 
cluded a restriction limiting funds for any new 
corporation to $300,000,000 and expressly pro- 
viding that the funds not be used for any 
project rejected by Congress since 1926. The 
House struck out this section but limited the 
amount for any new corporation to $100,000,- 
000 under the theory that none of the projects 
previously rejected by Congress could be car- 
ried for this amount. 

The conference committee recently aban- 
doned both plans and specifically banned use 
of RFC funds for the five projects listed, 
while limiting any new corporation to $200,- 
000,000. 

In addition to the broad powers for the 
President, the legislation would increase RFC 
borrowing power to $1,500,000,000 and extend 
the life of its affiliated government corpora- 
tions to January 22, 1947. The compromise 
now must be approved by both Senate and 
House. 


SEC Rule Opposed 


A PROPOSED new rule by the Securities and 
Exchange Commission prohibiting the 
payment of principal or interest of a debt owed 
by a subsidiary to a public utility holding com- 
pany if the debtor is in arrears in dividends 
on its publicly held cumulative preferred stock 
was opposed on June 10th at an open hearing 
before the commission by representatives of 
the Investment Bankers Association and of 
some of the public utility holding companies 
that would be affected by it. 

James L. Boone, for the Electric Bond and 
Share Company, argued that the commission 
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had absolutely no power to make such a rule, 
which would make fundamental changes in the 
relative rights of security holders and raise a 
serious question of confiscation. 

Among those at the hearing were Emmett 
Connely, president of the Investment Bankers 
Association, Nathan Blumberg, counsel for the 
Ogden Corporation, and George S. Munson, 
representing holders of preferred shares of 
the Central States Power & Light Corpora- 
tion, a subsidiary of Ogden. The Ogden Cor- 
poration announced it had previously filed a 
brief in opposition to the rule. 

Mr. Connely said he thought the rule too 
broad to get at the abuses at which it was 
aimed. Instead of an all-over rule he sug- 
gested that the commission issue specific or- 
ders in specific cases and said he thought the 
courts were the proper place to settle claims 
of owners of publicly held stock as against 
holding company owners. 

Roger S. Foster, counsel to the public utili- 
ties division of the SEC, said the rule was 
“essentially procedured” and that it was an 
attempt to apply the rules of equity in the pub- 
lic utility field in accordance with the Supreme 
Court’s decision in the Deep Rock Case. The 
commission had ample powers under the 
Holding Company Act to adopt such a rule, he 
argued. 


Supplying Power Needs 


Maree a pressing demand for national 


defense power in the Pacific southwest, 
Boulder dam this year is producing more than 
five times as much electric energy as was gen- 
erated in the entire state of California in 1902, 
Commissioner John C. Page, of the Bureau of 
Reclamation, on June 17th reported to Secre- 
tary of the Interior Harold L. Ickes on the 
thirty-ninth anniversary of the Bureau of 
Reclamation. 

June 17, 1902, marked the date of the ap- 
proval by President Theodore Roosevelt of 
the Federal Reclamation Law under which the 
Bureau of Reclamation was established thirty- 
nine years ago. The agency, active in the west- 
ern third of the country, has become the largest 
constructor and operator of public power and 
irrigation projects in the world. 

Power from the big Colorado river project 
completed in 1936, two years before schedule, 
today is fed largely to plane factories and other 
defense industries in southern California. This 
year the output will go well over three billion 
kilowatt hours, compared with about one-half 
billion kilowatt hours in 1902. 

Commissioner Page called the attention of 
Secretary Ickes to the significant defense con- 
tributions Bureau of Reclamation power and 
irrigation projects are making to the nation’s 
security in an anniversary report on the bu- 
reau’s activities. Mr. Page said: 

“On its thirty-ninth birthday, the Bureau of 
Reclamation through Boulder dam, Grand 
Coulee dam, and other Reclamation projects is 
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making a substantial contribution to national 
strength. Power is being provided to plane 
manufacturers, aluminum reducing plants, and 
other essential industrial 
Power installations at Grand Coulee on the 
Columbia river are being made to meet ar 
urgent need in the Pacific Northwest. At the 
same time, Reclamation activities in ruri 
areas, far from industrial centers, are paving 
the way for post-emergency stabilization.” 


Pipe-line Truce Reached 


Learner to an end a controversy which has 
raged intermittently for nine years, the 
Columbia Gas & Electric Corporation and the 
Missouri-Kansas Pipe Line (Mokan) Com. 
pany on June 12th reached an agreement in 
their battle for control of the Panhandle East- 
ern Pipe Line Company. 

Under terms of the agreement reached be- 
tween the Columbia interests and Mokan of- 
ficials, the Panhandle Eastern Pipe Line Com- 
pany, which originates in the Panhandle field 
in Texas and extends its operations into Mich- 
igan, will become a free agent in the produc- 
tion, transmission, and sale of natural gas to 
the numerous cities and towns along its route. 

Panhandle Eastern will have a completely 
new board set-up, consisting of ten independent 
directors. Two additional directors will be 
named, one by the Columbia interests and the 
other by Mokan. A new executive set-up also 
has been decided upon. It was learned au- 
thoritatively that W. G. Maguire, president of 
Mokan, would become the new chairman of 
the board of Panhandle Eastern, and James 
A. Brown, chief gas engineer of the Common- 
wealth & Southern Corporation, would become 
the president of Panhandle. Mr. Brown will 
replace J. D. Creveling. 


TVA Accounting 


HAIRMAN May, Democrat of Kentucky, of 

the House Military Affairs Committee, 
recently said he would introduce legislation 
to bring the accounts of the Tennessee Valley 
Authority under the jurisdiction of the Gen- 
eral Accounting Office. 

Comptroller General Lindsay C. Warren 
notified Congress on June 2nd that only action 
by Congress could settle disputes between the 
GAO and the TVA over the latter’s insistence 
that it was exempt from accounting office su- 
pervision. 

May recalled previous congressional efforts 
to require that the TVA accounts be under 
GAO supervision. 

“T think it is a sound principle of govern- 
ment that all agencies be handled in the same 
way,” May said. “As matters now stand, the 
TVA people merely requisition the Treasury 
for whatever money they want and are not ac- 
countable to the accounting office.” 

Holding that Congress did not intend to 
make the Tennessee Valley Authority ac- 
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countable to the General Accounting Office, 
Attorney General Robert H. Jackson on June 
0th made public his opinion with respect to 
the long-continued TVA controversy. 

Immediately rendered to the Secretary of 
Treasury, the opinion declared that, in making 
appropriated funds available to the various 
governmental agencies, the Treasury Depart- 
ment uses both the accountable warrant and 
the settlement warrant. Only the accountable 
warrant is used to make funds available to 
agencies which are subject to the provisions of 
Title III of the Budget and Accounting Act 
of 1921, and therefore accountable to the Gen- 
eral Acccunting Office under provisions of 
those statutes. 

It is significant, the Attorney General point- 
ed out, that under the TVA Act of 1933, as 
it was originally enacted, the Comptroller Gen- 
eral and the General Accounting Office exer- 
cised no control over the appropriations and 
activities of the authority. 


TVA to Complete Dam 


HE Tennessee Valley Authority coupled 
TT; announcement recently that the $105,- 
000,000 Gilbertsville dam would be completed 
a year ahead of schedule with another that its 
facilities for furnishing power to the Alumi- 
num Company of America at Alcoa, Tennes- 
see, would be doubled on June 7th. 

The gigantic multipurpose dam on the Ten- 
nessee river near Gilbertsville, Kentucky, will 
be completed in the spring of 1944, the au- 
thority announced, without any increase in its 
original cost estimate and with five generators, 
instead of the originally planned four, produc- 
ing 32,000 kilowatts of electricity each. 

A 55-mile transmission line from TVA’s Hi- 
wassee (North Carolina) dam to the Alumi- 
num Company plant was completed on June 
7th, providing facilities for furnishing an ad- 
ditional 170,000 kilowatts of energy. 

Completion of the Kentucky dam will open 
a 650-mile, 9-foot channel from Knoxville to 
Paducah, Kentucky, and more than double 
TVA’s present flood-control storage capacity, 
it was said. The dam will form a lake 184 
miles long with a storage capacity of 4,500,000 
acre-feet of water, and will “provide valuable 
flood control, especially to portions of the 
Ohio and Mississippi river valleys,” the TVA 
asserted. 


Power Expansion Urged 


ELAND Olds, chairman of the Federal 
Power Commission, on June 5th declared 
that the electric power companies of the north- 
eastern states, in common with those of other 
parts of the nation, had been underestimating 
the power requirements of the expanding na- 
tional defense program and must be prepared, 
by the end of 1943, to supply facilities for a 
“tremendous expansion” of power output. 
Mr. Olds, accompanied by Major Thomas 
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H. Tate, chief of the commission’s defense 
staff, conferred in New York city with 100 
representatives of utility companies serving 
eleven northeastern states and the District of 
Columbia. Also at the conference were rep- 
resentatives of state utility and power com- 
missions and of the Army and Navy. The 
states represented included Maine, Massachu- 
setts, New Hampshire, Vermont, Rhode Is- 
land, Connecticut, New York, New Jersey, 
eastern Pennsylvania, Maryland, and Dela- 
ware. 

The object of the conference, Mr. Olds ex- 
plained, was to place electric power production 
throughout the nation on a codperative basis, 
with regional expansion stressed, so that the 
fast-expanding requirements of defense indus- 
tries for electric power could be met with a 
minimum of interference with normal power 
uses. 

After the conference Mr. Olds said that a 
cooperative spirit had been shown by the util- 
ity spokesmen. Members of that group had no 
comment, except for a few who indicated that 
they had found the meeting “stimulating.” 

Each of the electric power systems repre- 
sented presented statements showing its peak 
kilowatt demands and energy loads, the in- 
crease in present loads due to national defense 
needs, and probable defense loads through 
1941, 1942, and 1943. The companies also sub- 
mitted estimates as to present and future power 
supply, new interconnections, proposed and 
suggested emergency measures. 

National defense demands for electric power 
are pyramiding to the extent where govern- 
ment officials now foresee a day ahead when 
there will have to be curtailment of civilian 
use. 

That opinion was expressed recently by 
key personnel of the Federal Power Commis- 
sion concerned with developing plans to as- 
sure an adequate supply of power to meet de- 
fense program needs for the next two or three 
years. 

Meanwhile, public recognition of the grow- 
ing demand for electricity was given by the 
heads of two other major Federal agencies 
who called for expansion of both public and 
private generating facilities. 

Secretary of Interior Ickes declared at a 
press conference last month that he had re- 
ceived a request from the Office of Produc- 
tion Management for an additional 1,000,000 
kilowatts of energy which would have to be 
developed by government hydroelectric 
projects which operate under Mr. Ickes’ super- 
vision. These developments include Bonne- 
ville, Grand Coulee, Boulder, Shasta, Parker, 
and other projects, but not the TVA. 

At the same time, Securities and Exchange 
Commission Chairman Edward C. Eicher 
told the Edison Electric Institute in Buffalo, 
New York, that the utility industry also must 
plan to create additional capacity for the un- 
precedented armament production program. 
(See pages 31 and 37.) 
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Senate Passes on Appointments 


HE Senate on June 7th confirmed the 

nomination of Claude L. Draper of Chey- 
enne, Wyoming, for a new term as a member 
of the Federal Power Commission. 

The Senate also confirmed the nomination 
of Ganson Purcell of New York to be a mem- 
ber of the Securities and Exchange Com- 
mission. 


President Urges Speed on 
Seaway 


Preswent Roosevelt in a special message on 
June 5th requested of Congress quick leg- 
islation to authorize construction of the St. 
Lawrence seaway and power project under an 
executive agreement of March 19th with the 
Canadian government. The President said 
that the undertaking, which will cost the 
United States an estimated $285,000,000, of 
which New York state is to supply $92,000,- 
000, was of vital importance to defense. 

“I am advised,” said the President, “that 
we can build the St. Lawrence project in four 
years. Under emergency pressure it may be 
completed in less time. I should like to agree 
with the people who say that the country’s 
danger will be over sooner than that. But the 
course of world events gives no such assur- 
ance; and we have no right to take chances 
with the national safety. I know of no single 
project of this nature more important to this 
country’s future in peace or war.” 

The President stressed as major reasons for 
speeding the project the need for additional 
electric power for key defense industries in 
both the United States and Canada; elimina- 
tion of transportation “bottlenecks” to cut “by 
more than a thousand miles the stretch of 
dangerous open water which must be traveled 
by supplies to Great Britain and strategic 
North Atlantic bases,” and the advisability of 
transferring “a large portion” of the longer- 
term naval program to the Great Lakes. 

Asserting that production of planes, guns, 
tanks, and ships was limited by the supply of 
electric power and transportation facilities, 
Mr. Roosevelt declared that the enemies of 
democracy were developing every hydroelec- 
tric resource and every waterway “from Nor- 
way to the Dardanelles.” 

There was reported to be strong congres- 
sional opposition to the project, some of which 
was expressed by Representative Jesse Wol- 
cott, Republican of Michigan, who said: 

“I think the President has gone pretty far 
when he claims he can justify the construction 
of the Great Lakes-St. Lawrence seaway from 
the standpoint of national defense, and, in the 
next breath, admits that it cannot be completed 
for four years.” 

The request ought to be considered “on its 
merits,” the Representative asserted, and 
should not be passed “in consequence of any 
hysteria regarding national defense.” 
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Senator Clark, Democrat of Missouri, said 
that, in view of the President’s assertion that 
additional electric current was needed for de- 
fense industries, he and others of like mind 
would not object to authorizing development 
of the power resources. 

Clark, who was one of the leaders of the 
successful 1934 fight to prevent Senate ratifi- 
cation of a treaty approving the proposed un- 
dertaking, said, however, he could see no merit 
in the President’s contention that the 1,300- 
mile waterway from Montreal to the Great 
Lakes would be of benefit for immediate de- 
fense needs. 

Senator Adams, Democrat of Colorado, said 
he could not conceive of a project valuable to 
defense which would require four years for 
completion. The seaway, as distinct from the 
power development, would benefit only one sec- 
tion of the country, he asserted, at the expense 
of the entire nation and to the detriment of 
other regions. 

On the other hand, Chairman Walsh (Dem- 
ocrat of Massachusetts) of the Senate Naval 
Affairs Committee, who has opposed the 
project in the past, said the development would 
have to be reéxamined in the light of the Pres- 
ident’s message. 

Others pointed out that there was no ques- 
tion of the vital need for more sources of 
power. 

The St. Lawrence waterway project on June 
11th won the approval of the Office of Pro- 
duction Management “as part of the all-out 
defense effort.” William S. Knudsen, direc- 
tor general of the OPM, announced that the 
OPM council, composed of Sidney Hillman, 
associate director general, and, Secretaries 
Knox and Stimson, had approved “both the 
waterway and electric power phases of the 
project.” Mr. Knudsen’s announcement con- 
tained only 41 words, but it was apparent that 
the Roosevelt administration considered these 
two brief sentences as an important aid in its 
drive to win congressional approval of the 
$300,000,000 project. 

The governors of New Jersey and New 
York on June 12th vetoed a Port of New York 
Authority resolution opposing construction of 
the seaway. Acting under state laws empower- 
ing veto of actions of Port Authority com- 
missioners, Governor Edison at Trenton said 
he felt “the same way about this project as 
does the President; namely, that it will be 
beneficial to the commerce, trade, and defense 
of our country.” Governor Lehman vetoed the 
resolution without comment. 

The United States must proceed on the 
theory that the war will last a long time, 
Secretary Stimson and Adolf A. Berle, Jr. 
Assistant Secretary of State, told the Rivers 
and Harbors Committee of the House on June 
17th in advocating immediate legislation ap- 
proving the agreement with Canada for de- 
velopment of the St. Lawrence seaway. The 
United States, both officials stressed, should 
prepare for any eventuality. 
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Alabama 


Industry Asked to Cut Power 


HE Alabama Power Company recently dis- 
Tice it had asked all industrial consum- 
ers to reduce voluntarily their power require- 
ments by 333 per cent. 

In letters calling attention to the drought 
and impending power shortage throughout the 
Southeast, the company said the requested 


curtailment would prevent the complete with- 
drawal of its remaining water storage. 

Because of the normal slack in power de- 
mands between noon Saturday and 6 a. m. 
Monday, no restriction was placed on power 
use during that period. It was pointed out that 
plants which normally close on Sundays could 
regain a certain amount of lost power by oper- 
ation on that day. 


Arkansas 


Ample Power Supply 


HERE is electric power available in Ar- 
{Foch to meet any demand that can be 
“reasonably” anticipated, and large amounts of 
additional power will be available before any 
unforeseen demand can require such power, 
the state utilities commission reported last 
month, 

The commission studied this problem dur- 
ing most of May, through its own engineers 
and in conferences with the officials of the 
three large power companies that serve most 
of Arkansas, its statement said. 

The entire western part of the state is “un- 
questionably” well supplied with power, the 
statement said. The Southwestern Gas & Elec- 
tric Company, which serves an area around 
Fort Smith, stated it had a surplus and was 
sending power, via the Arkansas Power & 
Light Company, to the area east of the Mis- 
sissippi river. The utility is constructing a line 
to connect with the Public Service Company 
set-up in Oklahoma and “within five or six 
months will have a firm surplus of at least 
35,000 kilowatts which can be delivered to 
Arkansas.” 

The Oklahoma Gas & Electric Company 
now has a surplus of 10,000 to 15,000 kilowatts 
and is connecting with the Grand River dam 


where approximately 20,000 kilowatts is not 
yet under control. 


TVA Protests Reflection 


OVERNOR Adkins and Arkansas Power & 

Light Company officials recently declined 

to engage in a controversy with the Tennessee 

Valley Authority concerning the question of 
a power shortage in the TVA area. 

. A. Krug, manager of power for TVA, 
telegraphed C. S. Lynch, executive vice presi- 
dent of the AP&L, a demand that he “act at 
once to correct erroneous statements attributed 
to you at a conference with Governor Adkins 
Saturday” [May 3lst]. Mr. Krug did not 
specify any particular statement made by Mr. 
Lynch at the conference, called by Governor 
Adkins to determine the amount of reserve 
power available to proposed national defense 
plants in Arkansas. But it was apparent that 
the TVA official resented a reference to any 
“shortage” on the TVA system, it was said. 

It was reported Mr. Lynch’s only reference 
to a shortage was: “The TVA was caught 
short with an overabundance of industries on 
its system when the drought reduced power 
production at hydroelectric plants.” And: 
“Our company put 500,000 kilowatt hours into 
the TVA system last Friday.” 


California 


PG&E to Proceed 


Te Pacific Gas and Electric Company was 
directed by the Federal Power Commis- 
sion on June 6th to proceed with construction 
of its Cresta and Pulga power plants on the 
North Fork of the Feather river under the 
original terms of the license. 

The commission, according to press dis- 
patches, refused to extend the license period 
from thirty-five to-fifty years and denied the 
company’s request for modification of provi- 
sions in the original license relating to the 


company’s Big Bend power development lo- 
cated below the proposed Pulga plant. 

The commission, asserting that the “actions 
of the applicant have not been marked by 
candor or frankness,” added it was “apparent 
that failure of the applicant to advise the com- 
mission of its construction schedule and its 
decision to construct additional generating ca- 
pacity was due to conflicting purposes which 
it desired to achieve.” 

The company had asked for a license for 
construction of two large hydro power devel- 
opments to “give it further control over that 
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important stream,” said the commission, which 
added, “at the same time it opposed construc- 
tion by the United States of any steam-gener- 
ating capacity which might be used in compe- 
tition with its power system. 

The reference was to the Antioch steam 


plant designed by the government as part of 
the Central Valley | project. The commission 
said the company “used its decision to con- 
struct 82,000 kilowatts of additional generating 
capacity as an argument against any appro- 
priation by Congress” for the Antioch plant, 


Illinois 


RFC Ready to Help 


Pe Jones informed Mayor Kelly of Chi- 
cago recently that the Reconstruction Fi- 
nance Corporation was prepared to assist the 
city in getting a unified transportation system 
by making a sound loan on favorable terms. 
The Federal Loan Administrator said that it 
was not the position of the RFC to tell the 
people of Chicago what kind of ordinance they 
shall pass, but any loan that the RFC may 
make “must be upon a self-liquidating basis.” 

He said that projected revenues from a “uni- 
fied” transportation system should be sufficient 
to service the loan and keep the system in 
physical condition to meet the requirements 
both in upkeep and extensions. 

Federal District Court Judge Michael L. 
Igoe, at a recent hearing on the traction situa- 
tion, urged speed by the city council in the 
drafting of a new unification ordinance and 
continued the hearing to June 27th. 

The ordinance then pending before the 
transportation committee of the council did 


not provide for inclusion of the Chicago Mo- 
tor Coach Company in the unified system as 
stipulated by Jones as a necessary condition 
to the granting of an RFC loan. 


Offers Power Project Bill 


EPRESENTATIVE C. W. Bishop, Republican 

of Illinois, last month introduced a bill in 
Congress to authorize creation of a power 
project in southern Illinois to produce more 
than 1,500,000 horsepower a year. 

Bishop said the bill called for the creation 
of a series of reservoirs, and the erection of 
generating plants at the mouth of coal mines 
in the coal fields of southwestern Illinois. By 
elimination of the haul of coal, he said, and 
using gravity for water in the condensors, 

“energy can be sold at two mills per kilowatt. 
The entire plan can be developed, ready for 
operation in two years, and the first block of 
78,000 horsepower can be made available one 
hundred and twenty days after the work is 
authorized.” 


Indiana 


Rural Power Conference Held 


iw the threatened power shortage becomes 
acute, Indiana’s codperative rural electrifi- 
cation organizations may be forced into gen- 
erating their own current on a large scale. The 
possibility, although regarded as remote, was 
cited by Richard A. Dell, regional head of the 
Federal Rural Electrification Administration, 
who met at Indianapolis last month with rep- 
resentatives of 40 of the state’s 44 REA proj- 
ects. 

“We might have to lend money to the co- 
Operatives if a shortage develops,” Dell said. 
“But it would have to be a real shortage, and 
so far as we can see now facilities are ade- 


quate in the state for expected demands.” 

Indiana REA projects purchase electricity 
from municipal and private utilities and act 
only as distributors. 

Dell reported that applications for REA 
construction in the state approximated $1,000,- 
000 and that twice that amount was expected 
to be spent. 

The bulk of the expansion will be con- 
centrated on short extensions to existing sys- 
tems and possible construction of a power line 
to the proposed Army camp near Columbus. 

Dell said with $20,735,000 already invested 
in the Federal electrification program in the 
state, Indiana stands third in the nation in 
dollars spent under this program. 


Kentucky 


Utilities Helping TVA 


HE five major electric utilities serving 
Kentucky had a surplus of 116,602 kilo- 
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watts on June Ist, and anticipated that new 
capacity would exceed defense industrial ca- 
pacity by 110,824 kilowatts on January 1, 1943, 
it was announced recently by the chairman of 
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the Kentucky Public Service Commission. 

Chairman John Kirtley made the report 
after a survey prompted by the current short- 
age in the industria] Southeast, caused by the 
prolonged drought that crippled hydroelectric 

enerators of the Tennessee Valley Authority. 
“In addition to having an adequate power re- 
serve for present and future needs in this 
state,” Kirtley reported, “several of the major 
utilities are sending considerable power into 
the TVA system to help relieve a shortage due 
largely to the uncertainty of hydro power gen- 
eration during periods of drought.” 

“The commission,” Kirtley continued, “be- 
Hlieves that every user of electricity in Ken- 
tucky can continue his normal and necessary 
usage of power without curtailment.” 

The best illustration of the extent of reserve 


power reported by the commission was said 
to be this: It exceeds by one-sixth the re- 
ported maximum load of the Louisville Gas & 
Electric Company, which serves Louisville 
and adjoining areas. 

By coincidence, Kirtley said, the Kentucky 
commission and the Federal Power Commis- 
sion asked utilities to make virtually the same 
report on the same day. The FPC’s interest, 
Kirtley said, also was the acute shortage that 
may lead to civilian rationing of available cur- 
-_ a the defense industrial area served by 


Three of the Kentucky companies already 
are furnishing some power to TVA, Kirtley 
said. In addition, four of the Kentucky com- 
panies have interlocking connections for the 
transfer of current from one to another. 


Maryland 


PSC Counsel Appointed 


osEPH Sherbow, for the last two years 

people’s counsel to the state public service 
commission, on June 15th was promoted by 
Governor O’Conor to the general counselship 
of the utility regulatory body. Mr. Sherbow, 
who during the two years as people’s counsel 
has obtained rate reductions from every ma- 
jor utility operating in the state, succeeded J. 


Purdon Wright as the commission’s general 
counsel. Mr. Wright was named to the $4,- 
800-a-year post in 1935 by the late Governor 
Nice. Mr. Sherbow’s appointment also is for a 
term of six years. 

It was understood that the governor would 
take no steps to fill the post of people’s coun- 
sel until pending rate negotiations and litiga- 
= —— by Mr. Sherbow have been con- 
cluded. 


g 
Michigan 


Utilities Hit Plan 


ICHIGAN’S two largest gas utilities, the 

Michigan Consolidated Gas Company, 
serving the Detroit area, and Consumers 
Power Company, serving outstate communi- 
ties, united before the state public service com- 
mission last month in opposing Detroit’s re- 
quest that the Consumers’ proposed new Texas 
natural gas line into Michigan be connected 
with Detroit. 

James H. Lee, Detroit assistant corporation 
counsel, claimed that integration of Detroit’s 
natural gas line and the new line, which would 
bring Texas natural gas to 66 Michigan com- 
munities now using manufactured gas, would 
give both companies a substitute line for emer- 
gencies, and make it unnecessary for the two 
companies to maintain expensive gas manufac- 
turing equipment. That equipment is included 
f in the investment on which they base their 
rates, 

Kit F, Clardy, Consumers’ attorney, objected 
to Detroit’s intervention in the case on the 
grounds that “Detroit has no interest in the 
outstate pipe line.’ 

William G. Woolfolk, president of the Con- 
solidated Company, in a letter to John J. 


O’Hara, commission chairman, said his com- 
pany “could not for one minute entertain the 
idea of abandoning its manufacturing equip- 
ment.” 

He said that, because of the national defense 
program, it is certain there will be periods this 
winter when Detroit will require more gas 
than the pipe line carries, and the supply must 
be supplemented with manufactured gas. “Any 
interference with the company’s facilities for 
furnishing the Detroit public gas, particularly 
at this critical time, cannot fail to have serious 
and far-reaching consequences,” he wrote. 

Warning that Detroit is “paying and paying 
and paying” for the mistakes it made when it 
switched over to natural gas, city officials on 
June 12th laid before a score of outstate offi- 
cials the problems of a changeover and sug- 
gested collaboration among all cities in the 
state in seeking lower rates. 

The warning was given at a meeting in the 
city council chamber where Council President 
Smith, long-time opponent of the Michigan 
Consolidated Gas Company, presided. Smith 
explained that he had called the meeting be- 
cause of the plan by which a network of 
Consumers Power Company customers 
throughout the system would be tied on the 
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Panhandle Eastern Pipe Line which brings 
Detroit its natural gas. He introduced the as- 
sistant corporation counsel, James H. Lee, 
who explained the dangers of an inconsidered 
natural gas contract. 


Rate Cut Planned 


A C. MARSHALL, president of the Detroit 
e Edison Company, last month announced 
that the company intended to reduce electric 
rates to residential consumers. The base rate, 
he said, would be reduced to 8 cents from 9 
cents for the first 10 kilowatt hours, making 
“a reduction in our earnings estimated at about 
$700,000 a year.” The remainder of the com- 


pany’s rate structure would remain the same, 
This change, Mr. Marshall said, will benefit 
every residential customer in the city, and the 
percentage of savings will be greater for the 
small customer than for the large one. He 
said it had been the company’s desire for some 
time to make, when conditions warranted it, 
“a reduction in our rate for residence service, 
At present our earnings are good, due largely 
to the sale of power for defense work. Hoy. 
ever, no one knows how long this will last, and 
there are other uncertainties in the immediate 
future regarding many major items of ex. 
pense, such as rising prices of coal and almost 
all other supplies; and, still more important, 
the increase in Federal taxes.” 


Minnesota 


Block Gas Extension 


_—— that attempts have been made 

by three corporations — the Northern 
States Power Company, Minnesota Northern 
Natural Gas Company, and the Koppers Coke 
Company—to block extension of natural gas 
service in St. Paul were made before the city 
council last month. 

They were contained in a brief filed with the 
council by the Minnesota Gas Corporation, 
which asked that the council submit to the 
voters two franchise ordinances permitting it 
to give natural gas service in the city. One 
proposed franchise would cover industrial 
service and the other would cover distribution 
of natural gas for commercial and domestic 
use, 

Among the allegations made in the brief 
were the following: 

That there is a stock ownership between the 
Minnesota Northern Natural Gas Company 
and the Koppers Coke Company, which sup- 
plies manufactured gas to the Northern States 
Power Company, for present distribution in 
the city. 


That the Minnesota Northern Natural Gas 
Company, through a subsidiary, the People’s 
Natural Gas Company, is operating in St. Paul 
for two industries under its seventh 1-year 
permit, whereas only three successive 1-year 
permits are allowed, by the city charter. 

That present operating permits to the 
Northern States Power Company are illegal, 
because a 1935 legislative act authorizing them 
allegedly is unconstitutional. 

That a survey has shown that the latter 
company can save $200,000 a year for the 13 
largest industries and public buildings in the 
city by natural gas service, and $25,000 a year 
by serving certain public schools. 

That the Northern States Power Company 
intends to use and has made a deal to use nat- 
ural gas as fuel at its new High Bridge power 
station addition. 

Introduction of the brief followed introduc- 
tion of an ordinance for a permit for the 
Northern States Power Company, extending 
permission to continue operating gas, electric, 
and steam service in the city until 1950. This 
was introduced by W. A. Parranto, commis- 
sioner of public utilities. 


Missouri 


City Loses Tax Suit 


HE city of St. Louis again lost its suit 

to collect $473,419 in taxes from the La- 
clede Power & Light Company of St. Louis 
for use of the city streets from 1929 to 1933, 
inclusive, when Division No. 2 of the Mis- 
souri Supreme Court on June 10th affirmed a 
St. Louis Circuit Court judgment for the 
power company. 

The city attempted to collect the amount 
under an ordinance, first enacted in 1884 and 
reénacted in 1917, which imposed a tax of 5 
per cent of the gross receipts of electric power 
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companies for use of the city streets. 

Supreme Court Commissioner Henry J. 
Westhues sustained a ruling by Circuit Judge 
Charles B. Williams that the levy was a rental 
charge and not a license tax, and that the 
company’s franchise under the circumstances 
precluded, application of the ordinance to the 
company. The recent ruling, in an appeal by 
the city, turned on the question of whether 
the levy was a rental charge, as contended by 
the company, or a license tax, as asserted by 
the city. Commissioner Westhues’ ruling that 
it was a rental charge was _—— by all of 
the judges of Division No. 2. 





THE MARCH OF EVENTS 


New York 


Starts Reserve Unit 


HE Niagara Falls Power Company, sub- 

T duiary of Niagara Hudson Power Cor- 

poration, last month placed its Edward Dean 

Adams hydroelectric generating station in ac- 

tive service on authorization of the Federal 

Power Commission to divert 5,000 cubic feet 

of water per second from the Niagara river 

for production of energy, which is to be used 

| by manufacturers in the Buffalo area to in- 
crease output of defense goods. 

This action has added 50,000 kilowatts to the 
generating capacity of the Niagara Falls 
Power Company, and already two companies 
in the district have indicated they would use 
an additional 18,000 kilowatts of energy and 
other manufacturers also were expected to 
apply for more electricity. 

The Adams station has a total capacity of 
80,000 kilowatts, and with the placement of 
this 50,000 kilowatts of equipment in service 
there will remain unused 30,000 kilowatts of 
generating facilities. The station has been held 
in reserve for stand-by service since 1924. 

For more than five years the Niagara Hud- 
son system had sought to put the facilities of 
the Adams station in service, but had been 
prevented from doing so by various state and 
Federal agencies questioning the advisability 


of permitting a private utility to use that 
stream in its operations. Recent rapid expan- 
sion of industrial activity in the area as a re- 
sult of the rearmament program, however, 
altered the situation, with sharp increases in 
requirements for energy. 


FPC Disallows Proposed 
Increase 


HE Federal Power Commission on June 
14th announced its order and Opinion No. 
62 disallowing proposed increased rates for 
natural gas sold by the Home Gas Company 
of Binghamton to five distributing companies 
in that state. The order and opinion followed 
a finding by the commission that the Home 
Company had not met the burden of proof in 
support of its contentions imposed upon it by 
the requirements of the Natural Gas Act. 
Authority to receive revenue under the in- 
creased rate schedules was _ provisionally 
granted to the company by the commission 
last January, subject to the filing of a $150,000 
bond and pending final action by the commis- 
sion. The recently announced order directed 
the company to refund the excess collected 
under the increased rates within thirty days, 
with interest thereon at 6 per cent, and rein- 
stated the lower rate schedules. 


a 
North Carolina 


State REA Approves Projects 


HE state Rural Electrification Authority, 
already planning to spend more than $2,- 
000,000 during the next fiscal year, last month 
tentatively approved four projects to cost 
80,000. The state group made the announce- 
ment after conferring with Federal REA au- 
thorities. Tentatively approved were: 

The Surry-Yadkin Electric Membership 
Codperative of Dobson, $30,000 for 33 miles 
of lines for 102 customers in Surry, Yadkin, 
Stokes, and Forsyth counties. 

Caruso Electric Membership Codperative of 


Clyde, $250,000 for 250 miles of lines for 1,000 
consumers in Haywood, Transylvania, Jack- 
son, Swain, and Graham counties. 

South River Electric Membership Codpera- 
tive of Stedman, $75,000 for 85 miles of lines 
for 275 customers in Cumberland, Sampson, 
Johnston, Harnett, Hoke, Wayne, Robeson, 
and Bladen counties. 

Approval also was given the operation of 
lines in Clay and Cherokee counties by the 
Blue Ridge Electric Association, Inc. of 
Young Harris, Georgia. The Georgia codp- 
erative had asked $45,000 to build 50 miles of 
lines to serve 291 customers. 


# 
Ohio 


Demands Lead to Deadlock 


Mex Edward Blythin said recently that 
he did not agree with the conclusion of 
the Cleveland Railway Company board of di- 
rectors that the city council should approve, 
in ordinance form, the terms he had proferred 
for city purchase of the company. 

That was said to mean that a new stalemate 


between the city and railway had developed 
and that Blythin would quite likely go ahead 
and appoint a municipal transportation com- 
missioner, charged with setting up a city- 
owned bus system to supplement Cleveland 
Railway service. 

Blythin repeated a previous statement that 
the offer to buy the company on the basis of 
$45 a share for its stock was as definite as he 


JULY 3, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


could possibly make it and that council ac- 
tion should be one of the latter stages of the 
projected transaction in the event that railway 
stockholders should consent to accept the $45 
figure. 


Mayor Blythin had asked the railway board 
to submit his offer to the stockholders, but the 
directors informed him that they would not do 
so until he could propose specific terms, backed 
by a council ordinance. 


Pennsylvania 


Utility Bill Defeated 


HE Moran municipal utility bill, a peren- 

nial controversy in the state legislature, on 
June 4th was defeated 90 to 56 in the state 
house of representatives. 


Sponsored by Representative J. P. Moran 
Turtle Creek Democrat, the bill proposed 
authorizing cities, boroughs, and townships to 
own and operate electric, gas, steam, water, 
and sewage disposal utilities and sell service 
outside their own corporate limits. 


South Carolina 


Utility Sale 


(i Burnet R. Maybank last month 
said negotiations for the South Carolina 
Public Service Authority to acquire proper- 
ties of the old Associated Gas and Electric 


system in South Carolina were “near comple. 
tion” and an agreement probably would be 
reached shortly. He made the statement after 
a conference in Washington, D. C., attended 
by representatives of the state-operated au- 
thority, receivers of Associated, and others, 


Texas 


Rate Cuts Sought 


A 3-PHASE utility rate reduction program for 


Dallas, designed to produce lower 
charges for gas, telephone, and possibly water, 
was in full swing last month with develop- 
ments due to come rapidly, Utilities Supervisor 
Frank R. Schneider and Acting City Manager 
V. R. Smitham said recently. 

Schneider said he had filed an application 
with the Southwestern Bell Telephone Com- 
pany for a reduction in rates totaling $350,000 
a year and a full report showing Dallas is en- 
titled to substantial reduction in gas rates 
would be completed before the end of June. 

Smitham also said he had asked for full in- 
formation on water rates and services now 
produced by the municipal waterworks sys- 
tem, and that he hoped reduced rates could be 
worked out for practically all consumers when 
a current survey has been completed. 

Action on the telephone rate situation went 
into high gear on June 6th after negotiations 
ended with a reduction being granted at Hous- 
ton. Schneider asked for the same reductions 
for Dallas, as rates are the same as those for 
Houston. If his plan is successful, the rates 
would be as follows: 

Straight-line residential telephones to be 
reduced from $4 to $3.50 a month; 2-party 
residential phones from $3 to $2.75 a month; 
4-party residential phones $2.50 to $2.40 a 
month; business telephones from $9 to $8.50 
a month. 
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The utilities supervisor has spent several 
months in the intensive study of the gas rate 
situation. In pressing for a reduction, Sch- 
neider said he would point out that Dallas is 
the largest customer of the Lone Star Gas 
system, the company that controls the Dallas 
Gas Company. This would make it possible, 
he said, for a reduction to be made in the 40- 
cent gate rate without disturbing other patrons 
cf the system, if such a step is necessary to 
reduce Dallas Gas Company rates. 

A request that the Federal Power Commis- 
sion send help immediately to Dallas in seek- 
ing relief from gas rates was recently filed by 
the utilities supervisor on behalf of the city 
after the councilmen decided this was the next 
necessary step in the campaign. 

Mayor Pro Tem Ben E. Cabell, chairman 
of the council’s utility committee, said the city 
would ask the Federal agency to send tech- 
nical assistants to Dallas and do whatever else 
is necessary toward getting the gate rate re- 
duced. This is within the commission’s juris- 
diction, Cabell said, since the Lone Star sys- 
tem is engaged in interstate commerce. 

The resolution adopted by councilmen by 
unanimous vote authorized Utilities Super- 
visor Schneider to file any petitions “as may 
be appropriate to secure relief from the unjust 
and unreasonable city gate rates charged by 
the Lone Star Gas Company to its affiliate, the 
Dallas Gas Company.” Schneider’s report on 
conditions filed with the council was caustic in 
its description of conditions in Dallas. 
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The Latest 
Utility Rulings 


Controlling Influence Makes Company an 
Affiliate of Holding Company 


| APPLICATIONS by the Panhandle East- 
A ern Pipe Line Company and Colum- 
bia Oil & Gasoline Corporation for 
orders, under § 2 (a) (8) of the Holding 
Company Act, declaring them not to be 
subsidiaries of the Columbia Gas & Elec- 
tric Corporation and other designated 
corporations, were denied in part for fail- 
ure to show that their management and 
policies were not subject to a controlling 
influence by the holding companies. They 
were granted conditionally in so far as it 
appeared that one of the holding com- 
panies did not exercise control or a con- 
trolling influence over one of the appli- 
cants. 

The commission, in discussing the 
basis for a declaration as to subsidiary 
status, referred to certain important veto 
powers which might prevent the creation 

| or issuance of securities or a merger, 
consolidation, sale, or lease of property. 
Taken together with other factors, the 
existence of this power was said to be 
significant in indicating the existence of 
a controlling influence. The commission 
said that when other factors indicate the 
absence of control or controlling influ- 


Ee ence within the meaning of § 2 (a) (7) 


or 2 (a) (8) of the Holding Company 
Act, it may be that the possession of veto 
power over corporate changes is not ex- 
clusively determinative, but this does not 
mean that the commission can ignore the 
cumulative effect of such a veto power 


when other factors of control exist, as 
they did in this case. 

In regard to the effect of a consent 
decree of a Federal court under the Anti- 
trust Laws, the commission said it could 
not and did not desire to explore the 
question of whether the history of an ap- 
plicant, since the date of the decree, in- 
dicated any violation of its terms. Never- 
theless, it concluded that the decree had 
not operated to negate the existence of 
control or a controlling influence within 
the meaning of § 2 (a) (8), and the find- 
ings of the commission were limited ex- 
clusively to the issues arising under that 
section. 

Considering a clause in an indenture to 
secure bonds providing for the approval 
of the majority stockholders in case of 
further financing, the commission made 
the following statement : 


It has been urged upon us that the Depart- 
ment of Justice “had no objection” to inclu- 
sion of the stockholders’ consent clause. But 
even the express approval of the Department 
would be of no relevancy to the issue here. 
As we have already stated, we are not con- 
cerned with the construction of the consent 
decree. The only question we have to decide 
is whether the evidence before us demon- 
strates a lack of control or controlling in- 
fluence as those terms are used in § 2 (a) 
(8) of the Holding Company Act. 


Re Panhandle Eastern Pipe Line Co. et 
al. (Release No. 2778, File Nos. 31-109, 
31-493, 31-108, et al.). 


e 


Sufficiency of Acts of Commission As a Collective Body 


N order of the Texas Railroad Com- 
mission granting a certificate of con- 
venience and necessity was attacked in a 
Texas court on the ground that the com- 


mission did not act as a collective body 
and did not hold a meeting, but the com- 
missioners acted as individuals only. It 
was contended that two commissioners 
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purportedly executed the order and cer- 
tificate but not as a result of any meet- 
ing, as they acted separately and as in- 
dividuals at different times and at dif- 
ferent places. 

These contentions, as well as others di- 
rected at the validity of the order, were 
not sustained by the court. 

The application for operating author- 
ity had been presented before a duly ap- 
pointed examiner of the commission. 
Testimony was reduced to writing in 
question and answer form and was de- 
livered to one of the commissioners. He 
testified before the court that another 
commissioner, on account of illness, was 
confined to his home and to a hospital and 
that a third commissioner was absent 
from his office most of the time during 
the consideration of this application. Con- 
ferences were held at the home of the 
ill commissioner and at the hospital. The 
first commissioner read over the testi- 
mony and discussed it with him, and they 
decided to grant the application. Both 


commissioners signed the order although 
the signature of the ill commissioner was 
affixed by his secretary by his authority, 
The court said in part: 


The statutes do not require that notice of 
the meetings of the commission to trans- 
act its business be given any of the commis- 
sioners. Nor do they require that all mem- 
bers be present, but to the contrary provide 
that two or a majority of the commissioners 
may transact its business. The law assumes 
that each commissioner will make himself 
available and will keep up with the business 
of the commission, and also assumes that 
on many occasions all of the commissioners 
cannot be present. 


The court was further of the view 
that since the commission made its de- 
cision at a meeting held for that purpose, 
the matter of signing or executing the or- 
der became a ministerial function which 
could be, and as to one commissioner 
was, delegated to duly appointed and act- 
ing subordinates in the office. Sunshine 
Bus Lines, Inc. v. Texas R. Commission, 
et al. 149 SW (2d) 228. 


e 


Dissolution of Intermediate Holding Company during 
Integration Proceedings 


HE Securities and Exchange Com- 

mission prohibited The North 
American Company from voting its 
stockholdings in the North American 
Light & Power Company at a special 
stockholders’ meeting for the purpose of 
authorizing a dissolution of the sub- 
sidiary registered holding company. The 
North American Light & Power Com- 
pany was at the same time prohibited 
from holding the meeting for any pur- 
pose other than to adjourn, and was pro- 
hibited from taking any action pursuant 
to the dissolution and liquidation provi- 
sions of the General Corporation Laws 
of the state of Delaware, except pursuant 
to further order of the commission. 

It appeared that The North American 
Company owned 85 per cent of common 
stock and nearly 44 per cent of preferred 
stock, in addition to owning about 62 
per cent of debentures. If dissolution and 
liquidation were effected as proposed, 
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The North American Company would re- 
ceive a total of nearly $15,000,000 on ac- 
count of debentures and preferred stock 
for which it paid less than $8,000,000. 
Owners of publicly held securities would, 
under such liquidation, receive only ap- 
proximately $15,000,000 with respect to 
securities having a stated value of over 
$20,000,000. 

The proposed dissolution, said the 
commission, would involve many compli- 
cated questions of law and fact as to 
the manner of dissolution and the respec- 
tive rights of security holders to assets. 
No plan for divestment of control, as- 
sets, or securities had been filed with the 
commission pursuant to § 11 (e) of the 
Holding Company Act or otherwise. The 
commission concluded : 


The proposed action by North American 
and by Light & Power will hinder and ob- 
struct the taking of such action as the com- 
mission may find necessafy for such hold- 
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THE LATEST UTILITY RULINGS 


ing companies and their subsidiaries to take 
in order to comply with the provisions of 
§ 11 (b) of the act, and with any final order 
of the commission in this proceeding (inte- 
gration proceeding under § 11). 

Such proposed action constitutes a step 
toward the disposition of securities or as- 


e 


Unsatisfactory Debt Ratio Shown in Refunding Program 


DECLARATION by a registered hold- 
A ing company regarding the issue and 
sale of first mortgage bonds and prom- 
issory notes in connection with a refund- 
ing program was permitted to become 
effective under § 7 of the Holding Com- 
pany Act, subject to the condition that 
$200,000 per annum be set aside from 
the net income of the holding company, 
which amount would be unavailable for 
dividends on preferred or common 
stocks. 
This condition was imposed by the 
| Securities and Exchange Commission 
with the consent of the company because 
of the unsatisfactory capital structure of 
the company. It appeared that the total 
debt was 67.96 per cent of gross prop- 
erty, plus investments less a write-up, 
and 75.63 per cent of depreciated prop- 
S erty, plus investments less write-up. 
The first consideration which led the 
commission to the conclusion that the re- 
» funding should be permitted was that the 
companies involved, in order to meet the 
problems presented by certain restrictive 
provisions of a trust indenture and in or- 
= der to comply with the provisions of § 11 


e 


sets subject to the commission’s jurisdiction 
under § 12 (d) of said act and the rules 
thereunder. 


Re North American Co. et al. (File 
No. 59-10, Release No. 2797). 


(b) of the Holding Company Act, had 
agreed to go forward with a comprehen- 
sive plan looking toward the sale of cer- 
tain of properties. If the sale were con- 
summated as proposed, the total long- 
term debt would be substantially de- 
creased. The property account would be 
increased as a result of construction, and 
the surplus account would be increased 
by the profit on such sale. 

Another consideration which the com- 
mission took into account was the fact 
that a parent company would own all of 
the outstanding securities of the issuing 
company with the exception of certain 
bonds which would be held by a single 
investor and which would represent 41.24 
per cent of the total capitalization. More- 
over, the proposed trust indenture placed 
certain restrictions on payments of prin- 
cipal to be made by the issuing company 
on notes to be issued to the parent com- 
pany. 

The effect of this provision was 
virtually to convert these notes into 
equity securities in all but form. Re Gen- 
eral Public Utilities, Inc. (Release No. 
2783, File No. 70-277). 


Accounting for Reconditioned and Reused Property 


RITICISM was made by Commissioner 
Brewster, of the New York com- 
mission, as to the accounting by a water 
company for improvements involving 
® the reconditioning and reuse of water 
pipes. Cost of cleaning and painting re- 
used pipes, it was declared, should have 
been charged to operating expenses in- 
stead of capital-account. Cost of removal 
should have been charged to depreciation 
reserve. A payment to a contractor for 


removing pipe and conveying it to a 
stockyard was said to be a proper charge 
to depreciation reserve. Discussing er- 
rors in accounting, Commissioner Brew- 
ster said: 

_The company retired 3,589 feet of 6-inch 
pipe at $2,400, that being the original cost 
of the 6-inch pipe and the cost of installing 
it at the time that it was installed. This re- 
tirement is approximately correct, although 
there is a slight difference explained here- 
after. However, the company charged their 
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materials and supplies account with $600 for 
this 3,589 feet of 6-inch pipe removed, or an 
average of 16.7 cents per foot. They also 
charged materials and supplies with the cost 
of removal, totaling $1,196.70. They then 
cleaned and reused 777 feet of this 6-inch 
pipe in place of 777 feet of 4-inch pipe re- 
moved. This reused 6-inch pipe was placed 
in the same trench from which the 4-inch 
pipe was removed. In this transaction the 
company used a salvage value of 20 cents 
per foot plus a cost of 30 cents per 
foot for removal and entered in the fixed 
capital account $388.50 for this reused 777 
feet of 6-inch pipe. This was incorrect, be- 
cause in the first instance they should not 


+7 


Sanitary District Not Permitted to Operate Water Utility 


A application by a sanitary district 
for authority to operate as a public 
water utility was denied by the Wiscon- 
sin commission on the ground that the 
law did not authorize such a district to 
be a public utility or to function as such. 
Section 196.01(1) of the Wisconsin 
Statutes defines a public utility to mean 
and embrace certain corporations, towns, 
villages, and cities. The commission did 
not consider that those specified included 
a sanitary district organized under § 
60.30-60.309. The commission continued : 


e 


have taken into the materials and supplies 
account the $1,196.70 cost of removal of the 
6-inch pipe but should have charged depre. 
ciation reserve with that amount. Had this 
been done there would have been in the 
materials and supplies account only the sal. 
vage value of the 6-inch pipe at 16.7 cents 
per foot. In that case this pipe would have 
been returned to the capital account at 16) 
cents per foot rather than the 20 cents per 
foot placed in the capital account by the 
company. 


Re Sylvan Spring Water Co. Cas 
No. 10425. 


A sanitary district is not a town, City, or 
village. It may or may not be a municipal 
corporation, but a determination that it isa 
municipal corporation would not alter our 
conclusion, since we construe the word “cor. 
poration” in § 196.01 (1), Statutes, to refer 
only to private corporations. This construc. 
tion seems to us to be necessitated by the 
specific designation in the statute of munici- 
pal corporations that are or may be public 
utilities. This designation indicates the legis. 
lative intent that the only municipal corpora- 
tions to be given the powers and duties of 
public utilities are towns, villages, and cities 


Re Sunset Sanitary District (CA-1766). 


Electric Rates in City Based on Value of Investment 
In Property for Electric Service 


i ee supreme court of Florida, in re- 
viewing circuit court orders in liti- 
gation wherein rate orders of the Tampa 
Utility Board were challenged, held that 
not all the property owned by an electric 
company and located within the city of 
Tampa was to be used as a basis for rate 
making, but only that property used ex- 
clusively for the purposes of the elec- 
tric utility and that part of other unsev- 
erable property used proportionately by 
the utility for the purpose of its func- 
tion and used at the same time for other 
purposes. In the words of Justice Bu- 
ford, speaking for the majority of the 
court: 


It is apparent from the record before us 
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that some of the property involved is used 
for at least four separate and distinct pur- 
poses, viz.: (a) the operation of an ice plant 
or plants; (b) the operation of a street rail- 
way system; (c) the production of electric 
current for distribution of power and lights 
in a wide area beyond the limits of the city 
of Tampa; and (d) the production of elec- 
tric current to furnish power and lights for 
the municipality and the public within the 
same. 


The court took the position that prop- 
erty used for street railway and other fq 
operations, aside from electric utility 
service, and also property devoted to elec- 
tric service outside the city limits, shou!d 
be excluded. 

The court was of the opinion that the 
board was justified in using the present 
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“fair value” of the applicable property 
as the basis of valuation for rate-making 
purposes instead of using the actual cost 
or investment value and making deduc- 
tions or additions for depreciation or bet- 
terments. 


7 


The statute under which the board 
operates provides for a 7 per cent 
return on the “just and true valuation 
of the investment of the utility within 
the city.” Tampa Electric Co. v. Watson 
et al. 1 So (2d) 739. 


Rules Adopted to Improve Taxicab Service 


AXICAB service in Baltimore city, 

declared the Maryland commission, 
had become so undependable that num- 
erous complaints were made, with the re- 
sult that the commission instituted an in- 
vestigation to determine what measures 
were required to be taken to render the 
service more dependable and otherwise 
satisfactory. 

The investigation, it was said, dis- 
closed a general lack of supervision 
and direction of the service by 
taxicab owners and a lack of control and 
direction of the drivers, which made de- 
pendable response to telephone calls for 
service impossible. The commission 
adopted certain rules for the purpose of 
improving the situation. 

Dependable response to telephone 
calls for cabs was said to be an essential 
feature of satisfactory taxicab service. 
» Therefore the commission adopted a rule 
requiring drivers to make a maximum 
use of telephone facilities, using an ade- 
quate number of well-distributed stands 
with telephone connections. 

It did not seem to the commission to 
be possible to obtain dependable call 
service without limitation of cruising. 


e 


Accordingly the commission adopted a 
rule limiting cruising. 

A system of operation employing what 
was termed the “minimum booking re- 
quirement,” or the “nut” system, was con- 
demned as plainly illegal. A statute makes 
it unlawful for the owner of any taxicab 
to enter into any contract or arrangement 
with an operator by the terms of which 
any operator pays to, or for the account 
of, such owner a fixed or determinable 
sum for the use of the taxicab, and is 
entitled to all or a portion of the proceeds 
arising from its operation. 

The commission felt that adequate in- 
spection and supervision of the service 
was essential, but it could not be provided 
precisely as recommended by a cab asso- 
ciation as the commission did not have 
legal authority to assess the industry for 
such purpose, nor to administer a service 
financed by the industry. It was said that 
supervision must be provided by the 
owners, with such assistance as could 
be given by the commission and the 
police department. Re Operation of Taxi- 
cab Owners O perating in Baltimore City 
(Case No. 4448, Opinion and Order No. 
37035). 


Only Regulated Forms of Transportation Considered on 
Competition Question 


§ hen North Dakota commission, in 
granting authority to operate a 
motor carrier service, ruled that it is nec- 
essary to give consideration only to reg- 
ulated forms of transportation in its 
consideration of the effect of a proposed 
service on other essential forms of trans- 
portation and existing facilities in the 


territory for which a certificate is sought. 
In other words, said the commission, 
shipper-owner transportation, not re- 
quiring a certificate of public convenience 
and necessity under the statutes, and 
other private carriers are not included in 
the requirement of the statute. 

The commission also discussed the 
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meaning of public convenience and ne- 
cessity. 

It was said that the word “public 
does not refer to all of the public, or to 
any particular portion of it. Nor is it 
the convenience and necessity of the ap- 


” 


e 


Other Important Rulings 


HE California commission held that 

the transfer of a passenger stage 
right granted to a railroad did not result 
in the “splitting” of an operative right, or 
in the creation of a new right, merely be- 
cause the railroad intended to continue 
rail operations. Re Sacramento Northern 
Railway et al. (Decision No. 34014, Ap- 
plication No. 23930). 


The supreme court of Minnesota held 
that the application of a railroad for a 
certificate of public convenience and 
necessity stands upon the same basis as 
that of any other applicant, and where 
the commission is guided in its findings 
by the applicable rules of law and its 
findings are supported by the evidence, 
an order denying authority to operate a 
motor carrier service is not unlawful and 
unreasonable. Re Minneapolis & St. 
Louis Railroad Co. 297 NW 189. 


The New Hampshire commission dis- 
missed a protest against discontinuance 
of agency service at a railroad station 
where discontinuance would not result in 
unreasonable or inadequate service and 
the proposal to discontinue was for 
the purpose of reducing operating ex- 
penses. In the majority opinion it was 
said that a dissenting commissioner 
would substitute, as a guide in station 
cases, the excess of revenues over ex- 
penses rather than the necessity for or 
the adequacy of the existing or proposed 
service and that the policy of such a 
guide was illustrated in the instant case 
where revenues were substantially all 
from carload traffic and use by, and rev- 
enues from, other sources of traffic were 


plicant with which the statute is con. 
cerned. Public convenience and necessity 
refers rather to the convenience and ne. 
cessity of a portion of the general public, 
Re Theel Brothers Rapid Transit (Cas 
No. M-653, Sub. No. 1). 


negligible. Order of Railroad Telegra. 


phers v. Boston & Maine Railroad (D.§& 


T2077). 


The fact that proceedings for review 
are commenced and pending does not 
suspend orders or decisions of the com: 


mission, it was declared in a decision off 
the Colorado commission denying a mo 


tion to dismiss a proceeding instituted 
because of alleged violation of an order 
involved in litigation. Rocky Mountain 
Motor Co. v. Pikes Peak Auto Liver 
(Case No. 4835, Decision No. 16949). 


The United States Supreme Court heli 
that authorization by the Interstate Com: 
merce Commission was necessary for the 
transfer of a certificate of convenience 
and necessity of a motor carrier, notwith- 
standing the provisions of § 213 (e) oi 
the Motor Carrier Act, 49 USCA § 31! 
(e), relating to an exception, where no 
more than twenty vehicles are involvei, 
and the court also held that the Inter 
state Commerce Commission had at: 
thority to enact a rule that no attempte 
transfer of an operating right should k 
effective until approved by the commis 
sion. United States v. Resler et al. 


A municipality seeking the acquisition 
of the works and plant of a water com- 
pany which is reluctant to sell and con 
vey them must secure a certificate from 
the commission in the first instance, at: 


cording to a ruling of the superior cour 


of Pennsylvania. Borough and Tow 
Council of Borough of Pottstown 1. 
Pennsylvania Public Utility Commission, 


19 A(2d) 610. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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MARYLAND PUBLIC SERVICE COMMISSION 


e Adams Electric Codperative, Incorporated 


[Case No. 4456, Order No. 37090.] 


fonopoly and competition, § 54 — Restraint on extensions — Project area of 


cooperative. 


1. An electric utility company should not be restrained from extending lines 
into the “project area” of a rural electric codperative on the ground that they 


are “spite lines” 


interfering with the cooperative project where the exten- 


sions are needed and the activity of the company in making such extensions, 
although perhaps stimulated by the prospect of codperative service, is es- 


sentially beneficial, p. 194. 


Monopoly and competition, § 54.1 — Rural electric codperatives — Adequately 


served territory. 


2. A cooperative electric corporation should not be permitted to render 
central station rural electric service in territory adequately served by an 


electric utility company, p. 196. 


ertificates of convenience and necessity, § 82 — Grounds for denial — Foreign 


incor poration. 


3. The long-established policy of the Commission is not to permit foreign 
corporations to engage in utility business in the state except when reason- 
ably satisfactory service cannot be obtained from a domestic corporation, 


p. 196 


[May 2, 1941.] 


PPLICATION by electric codperative corporation for authority 
to construct an electric system and for order restraining 
construction by an electric utility company; proceeding dismissed. 


APPEARANCES: Daniel E. Teeter, 
Harry Lamberton, and Miss Helen 
loss, for Adams Electric Codpera- 
ive, Inc.; Marshall, Carey and Doub, 
pnd W. Clinton McSherry, for the 
rotomac Edison Company; E. M. 
turtevant, for Consolidated Gas 
Electric Light and Power Company 
bf Baltimore; Joseph Sherbow, Peo- 
le’s Counsel. 


By the Commission: The Adams 
Electric Codperative, Inc., a Pennsyl- 
ania corporation, made application 
[13] 
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to this Commission for authority to 
render central station rural electric 
service in portions of Frederick and 
Carroll counties, Maryland, compris- 
ing what it termed the “Project Area,” 
and prayed that the Potomac Edison 
Company, Consolidated Gas Electric 
Light and Power Company of Balti- 
more, and other utilities serving ad- 
jacent territory be restrained from 
constructing any electric lines in the 
“Project Area” and that they be or- 
dered to remove any lines which have 
been constructed in said area. 
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The petition averred that a great 
number of persons had requested serv- 
ice; that the “Project Area” does not 
receive central station service; that 
there is urgent need for service there- 
in; that the companies now serving ad- 
jacent territory haverepeatedly refused 
to extend lines into the “Project Area” 
upon reasonable terms; that the Po- 
tomac Edison Company intends to 
serve only the more densely settled 
portions, whereas petitioner proposes 
to serve as many residents as is “eco- 
nomically feasible” and as desire to 
become members of the cooperative ; 
that petitioner proposes to build 172.9 
miles of lines, starting construction 
within ninety days from the date of 
the Commission’s order of approval. 
It was averred, also, that the Poto- 
mac Edison Company has no right to 
operate in the “Project Area.” 


The application was filed on March 


27, 1941, and was assigned for hear- 
ing on April 15th. The hearing occu- 


pied seven days. Petitioner’s first 
witness was its engineer, who intro- 
duced a set of blue prints showing the 
general location and extent of the pro- 
posed lines and the location of all 
persons who had applied for member- 
ship and of others to whom service 
would be made available by the pro- 
posed lines but who do not desire serv- 
ice at this time. The maps indicated 
that 379 persons had signed applica- 
tions for membership, of whom 68 are 
located in Carroll county, and that 
there are, in addition, 193 dwellings 
near enough to be served whenever the 
occupants are desirous of service. 
Twenty-five members testified as to 
their desire for service, and expressed 
the belief that service is not available 
from the Potomac Edison Company 
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at a cost which they can afford t 
pay, but six of them had not appliej 
for service at any time and twelve ha( 
not applied during the past three years 
This is significant, as the terms of th 
company’s plan for extending rurd 
service have been substantially liberal 
ized during that period, the most re 
cent change having been filed with th 
Commission on March 4, 1941. 


[1] Early in December, 1940, coun 
sel for the Adams Electric Codpera 
tive arranged for an informal confer 
ence with the Commission, expresslj 
requesting that no representative 0 
the Potomac Edison Company be pres 
ent. 
a number of farmers and by repre 
sentatives of the REA. At that time 
the Commission was told that the Po 
tomac Edison Company, since learn 
ing of the codperative’s plan to ente 
Maryland, had become unusually ac 
tive in extending service into areas i 
which members were being solicited 
The lines being built were terme 
“spite lines,” built to interfere wit 
the codperative project, and the Com 
mission was asked to enter an orde 
forbidding the company to engage 
any new construction pending comple 
tion by the cooperative of the plans u 
on which it was engaged. Such actioj 
being without precedent, and quit 
contrary to the consistent policy of th 
Commission to stimulate extension ¢ 
service to the utmost within reason 
maps were obtained upon which t 
show the location of the farms ani 
other premises to be served, but thet 
was an unwillingness to give such if 
formation and the Commission wot 
not consider issuing a general ordé 


for the company to suspend all exter 


sion of service. It did, however, hav 
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its chief engineer make an inspection 
of the lines being built by the company, 
with special attention to certain con- 
Bspicuous examples of so-called “spite 
lines” and he reported that he had gone 
Mover the territory with a representa- 
tive of those promoting the codpera- 
tive and that the lines being construct- 
@ed were all needed to adequately serve 
the territory and that the company 
should be allowed to continue without 
inter ference. 

The Commission, therefore, refused 
to issue the restraining order, and was 
not approached again on the subject 
by a representative of the codperative 
prior to the filing of the petition in 
this case, on March 27, 1941. 

An effort was made at the hearing 
to get into the record a description of 
the boundary of the so-called “‘Project 
Area” to determine definitely the ex- 
tent of the territory which petitioner 
proposed to serve and from which it 
desired Potomac Edison Company 
ervice excluded, but counsel and 
witnesses for petitioner, including the 
engineer who prepared the maps, stated 
hat it was not possible to define such a 
oundary and that the limits of the 
“Project Area” must be judged by 
reference to the lines shown in ap- 
proximate location on the maps. It 
vas admitted by counsel that compli- 
ance with the request made at the in- 
formal ex parte conference in Decem- 
ber would have required the Commis- 
ion to stop all construction by the 
Potomac Edison Company in all parts 
of Frederick county. 

The construction of lines which are 
1ot required to serve public conven- 
ence and necessity, including lines 
uilt for the sole purpose of obstruct- 
ng a needed service offered by anoth- 
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er agency, is wasteful and harmful and 
the Commission is ready at all times 
to prevent such construction, but the 
fact that needed extensions of an es- 
tablished electric distribution system 
interfere with a project to set up an 
independent competing service is not 
sufficient to justify the Commission in 
preventing or delaying the extension 
of service to those who are in need of 
it. The Commission repeats, and em- 
phasizes, however, that it will not 
countenance efforts by a utility need- 
lessly to interfere with the operation 
or the normal and required extension 
of the lines of any other utility— 
whether publicly or privately owned, 
or a cooperative—and its clear author- 
ity in this regard will be exercised 
whenever necessary to prevent such in- 
terference. 


It is quite apparent that the pros- 
pect of a cooperative service in the 


territory which the Potomac Edison 
Company had planned to serve has 
stimulated that company’s extension 
of rural service, but such activity is 
essentially beneficial so long as it con- 
forms to a well-conceived plan for the 
economical extension of service where 
needed and the Commission finds no 
fault with it. If the company, spite- 
fully, had refused to extend service 
to certain applicants because they or 
their neighbors had been working for 
the codperative or had signed applica- 
tions for membership therein, the 
Commission then would have con- 
demned such spitefulness and would 
have required that service be given. 

On the other hand, the effort of 
petitioner to show that service now 
being enjoyed, and service which is 
about to be made available, should be 
withdrawn, is essentially harmful. 


38 PUR(NS) 





MARYLAND PUBLIC SERVICE COMMISSION 


Much time has been devoted to peti- 
tioner’s efforts to show that the Po- 
tomac Edison Company has not re- 
ceived proper legal authority through 
this Commission for the construction 
of the system of power lines by which 
its thousands of customers are served. 
The destructive effect of such efforts 
is very apparent, and while the Com- 
mission has no doubt, whatever, that 
the Potomac Edison Company has the 
right to serve the territory in question 
and to extend its service therein, it 
deplores any effort to interfere with 
established service, particularly under 
the guise of an effort to make service 
available to those who are not now 
served. 

[2] Testimony in this case indicates 
to the Commission that if those per- 
sons who have joined the cooperative 
in response to the solicitation of the 
seventeen paid agents who canvassed 
the territory, will codperate reason- 
ably with the Potomac Edison Com- 
pany, instead of interfering, they can 
get service on reasonable terms more 
promptly than it could be obtained 
from petitioner. The principal dif- 
ference in initial cost to the farmer is 
the cost of the service line leading 
from the company’s line on the public 
road to the point of use, and it should 
be possible to materially reduce this 
item if the farmers will grant rights 
of way to the company with the same 
liberality as is accorded the codpera- 
tive. Witness C. L. Nau, assistant 
chief, division of applications and 
loans of REA, expressed the opinion 
that if the farmers had codperatively 
applied for Potomac Edison service 
several years ago there would have 
been no REA project in that terri- 
tory. A map, introduced in evidence 
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by the Commission’s chief enginee 
showing both the codperative’s pr 
posed lines and the existing lines 9 
the Potomac Edison Company, ind 
cates that an unreasonable and wast 
ful duplication of facilities would x 
sult if the proposed lines were bui 
and the Commission is convinced th 
the Potomac Edison service is all th; 
is required to serve the territory ad 
quately. 

In the case of Littleton v. Hager 
town, reported in 150 Md 163, PU 
1926C 507, 522, 132 Atl 773, 
Maryland court of appeals, referriy 
to a proposed extension of electri 


service by the city of Hagerstown ini 


territory which this Commission ha 
found to be already adequately serve 

: “It is just such wasteful dupl 
cation which it is one of the princip: 
functions of the Public Service Com 
mission to prevent.” The important 


of avoiding unnecessary duplication 0 


facilities is clearly indicated by th 


report of the administrator of ti 


Rural Electrification Administratio 
for 1940, in which it is said, at pag 
11: “With nearly three quarters 4 
the farms in the United States sti 
unserved, the field is broad enoug 
to engage the best efforts of all pu 
veyors of electrical energy—privat 
public, and coodperative—for mati 
years to come.” 

In considering avoidable duplie 
tion of facilities, the Commission als 
has in mind the increasing difficult 
which is being experienced in gettin 
reasonably prompt delivery of needel 
equipment and the importance of mai 
ing maximum use of all equipme! 
and supplies obtainable. 

[3] The Commission, having foun] 
that the proposed service is not! 
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quired by public convenience and ne- 
cessity, it is needless to dwell upon ob- 
jectionable aspects of the project, but 
mention should be made of the long- 
established policy of the Commission 
not to permit foreign corporations to 
= engage in the utility business in Mary- 
land. Departure from that policy has 


ee occurred only rarely, and only when 


reasonably satisfactory service could 
not be obtained from a domestic cor- 


poration; therefore, when at all prac- 
ticable, such codperative electric serv- 
ice as may be required in Maryland 
should be given by a domestic corpora- 
tion. It is also a fact that petitioner 
is not fortified with the usual fran- 
chises to permit location of lines with- 
in the rights of way of the public 
roads, when desirable. 

An order will be entered dismissing 
the application. 





MARYLAND COURT OF APPEALS 


Howard Sports Daily, Incorporated 


O. E. Weller, Chairman, Public Service 


Commission, et al. 


[No. 18.] 
(— Md —, 18 A(2d) 210.) 


Constitutional law, § 11 — Due process — Equal protection — Restriction upon 


individuals. 


1. In considering the due process and equal protection clauses of the Con- 
stitution, due regard must be given to the principle that the state may regu- 
late and restrict the freedom of the individual to act whenever such regu- 
lation or restraint is essential to the protection of the public safety, health, 


or morals, p. 200. 


Service, § 2 — Constitutional requirements — Telegraph service — Illegal use. 
2. A Commission order refusing to require a telegraph company to furnish 
contract service to a corporation operating a newspaper containing horse 
racing news used for gambling purposes was not so arbitrary or capricious 
as to violate the due process clause of the Constitution, p. 200 

Service, § 134 — Duty to serve — Unlawful purposes. 

3. To require a public utility to furnish service and facilities for unlawful 
purposes would be contrary to public policy, p. 200. 

Discrimination, § 228 — Telegraph — Duty to serve — Unlawful purposes. 

4. The legislature, in providing that no telegraph company shall subject any 
person or corporation to unfair prejudice or disadvantage, did not intend 
to make such service mandatory where it would facilitate violation of law. 


197 
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Constitutional law, § 15 — Due process — Commission action. 
5. Whether or not a corporation or person has been deprived of due process 
of law by Commission action depends upon whether the Commission acted 
contrary to the statutes and rules and with arbitrary discrimination, p. 200. 


Constitutional law, § 17 — Private rights — Legislative restraints. 
6. The Fourteenth Amendment to the Constitution, although protecting the 
citizens in their right to engage in any lawful business, does not prevent 
legislation prohibiting any business which is inherently vicious and harmful, 
p. 200. 


Injunction, § 10 — Grant or refusal — Clean hands doctrine. 
-7. Equity will not aid any attempt to circumvent the provisions of a law 
designed to promote and protect the public interest by affording the ex- 
traordinary remedy of injunction, p. 200. 


Service, § 134 — Grounds for denial — Unlawful use of service. 
8. A telegraph company may refuse service for illegal operation not only 
where such action would subject it to prosecution as a participant in the 
illegality, but also where it would have the effect of promoting illegality, 
even though the company might not be liable to punishment for rendering 
the service, p. 201. 


Constitutional law, § 1 — Freedom of press — Commission order — Denial of 
Service. 

9. A Commission order refusing to require a telegraph company to furnish 

contract service to a publisher of a sports sheet by transmitting horse rac- 


ing news used for gambling purposes did not abridge the constitutional & 


privilege of freedom of the press, p. 202. 


Contracts, § 20 — Enforcement — Public policy. 
10. No court should lend its aid to enforce a contract to do an act which 
is illegal, inconsistent with sound morals or public policy, or which tends 
to corrupt or contaminate by improper influences the integrity of the na- 
tion’s social or political institutions, p. 202. 


Constitutional law, § 19 — Freedom of contract — Police powers. 


11. The state, in the exercise of the police power and in the interest of the [h 


public welfare, has the right to regulate and limit the right of contract, p. 202. 


Appeal and review, § 34 — Commission order — Burden of proof. 
12. The burden of proof is on one appealing from a Commission order to 
show that the order is unlawful or unreasonable by clear and satisfactory 
evidence, p. 203. 


Appeal and review, § 67 — Commission order — Remand — Additional service. 
13. Under a statute providing that if a party presents evidence which the 
court finds to be different from, or additional to, that offered before the 
Commission, the court may transmit a copy thereof to the Commission, 
the evidence justifying the court to remand the case to the Commission 
must be so substantial and sufficient that it might have the effect of mak- 
ing some change in the conclusion, p. 203. 


Appeal and review, § 32 — Commission order — Sufficiency of evidence. 
14. Commission findings and orders are prima facie correct, and the courts 
ascribe to them the strength due to judgments of a tribunal established 
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by law and informed by experience; and the courts on appeal should not 
examine the facts further than to determine whether there was substantial 


evidence to sustain the order, p. 203. 


Appeal and review, § 32 — Commission order — Grounds for reversal. 
15. Commission findings, although subject to review, are, when supported 
by evidence, accepted as final, and the court will not disturb such findings 
unless the Commission exceeded its jurisdiction or arbitrarily disregarded 


the rights of the parties, p. 203. 


Appeal and review, § 67 — Commission order — Sufficiency of evidence. 
16. The court does not err in refusing to remand a case to the Commission 
where additional evidence is presented before it on appeal from a Commis- 
sion order refusing to require a telegraph company to serve a publisher of 
a paper shown to be furnishing horse-racing news to be used for gambling 
purposes, when the additional evidence would not change the result, p. 203. 


[February 19, 1941.] 


PPEAL from decree dismissing suit to enjoin a telegraph com- 
pany from discontinuing service to publishers of racing in- 
formation; affirmed. See also (1940) 36 PUR(NS) 62. 


APPEARANCES: Samuel Carliner, of 
» Baltimore (S. Raymond Dunn, of Bal- 
| timore, on the brief), for appellant; 
J. Purdon Wright, of Baltimore, for 
the Public Service Commission, ap- 
pellee; Joseph T. Brennan, of Balti- 
more (Hilary W. Gans and Brown & 
Brune, all of Baltimore, on the brief), 
for Western Union Telegraph Com- 
| pany, appellee. 


DELAPLAINE, J.: Howard Sports 
Daily, Inc., is appealing from a decree 
of the Circuit Court No. 2 of Balti- 
more City, which affirmed an order of 
the Public Service Commission refus- 
ing to require the Western Union 
Telegraph Company to furnish spe- 
cial contract service for the appellant. 

In January, 1940, the Western Un- 
ion agreed to furnish telegraphic serv- 
ice for the appellant’s business of 
gathering and. distributing sports 
news. The facilities included a Morse 
circuit extending from New Jersey to 
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its office in Elkridge, and a teleprinter 
to transmit the news to tickers in 
Maryland, Virginia, North Carolina, 
South Carolina, and Georgia. The 
service was rendered in accordance 
with a tariff filed with the Federal 
Communications Commission, stipu- 
lating that special contract service 
shall be furnished for an initial pe- 
riod of one month and may be can- 
celled thereafter upon a minimum of 
one day’s notice by either party, and 
also that no facilities shall be used for 
any purpose or in any manner, di- 
rectly or indirectly, in violation of any 
Federal law or the laws of any of the 
states through which the circuits pass 
or the equipment is located. 

In February the telegraph company, 
after receiving a warning from the 
United States Attorney for the north- 
ern district of Illinois that the facilities 
were used in violation of Federal and 
state statutes, terminated the inter- 
state service; but the appellant filed a 
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complaint with the Public Service 
Commission of Maryland under Code, 
Art. 23, § 380, to prevent discontinu- 
ance of service within the state. The 
Commission passed a temporary re- 
straining order, after which the ap- 
pellant acquired its news from outside 
the state by telephone, but continued 
to transmit the news by teleprinter to 
customers in Maryland. The reports 
sent by the appellant included the en- 
tries in races, the positions of the 
horses at various stages of the races, 
the final results, and the prizes paid 
to the winning horses. According to 
witnesses who testified before the 
Commission on March 19, there were 
eleven tickers in operation in the state. 
In Hyattsville there were two tickers, 
one of which was installed in a second- 
floor apartment, the other in a cellar. 
The other nine were located in Fred- 


erick, Emmitsburg, Brunswick, Bel 
Air, Havre de Grace, Bladensburg, 
Mt. Rainier, Silver Hill, and Takoma 
Park. On five of the premises gam- 


bling was seen by the witnesses. It is 
beyond question that the contract was 
subject to cancellation. On April 3rd 
the Commission passed an order dis- 
missing the complaint. On the same 
day the appellant filed a bill of com- 
plaint under Code, Art. 23, § 415, and 
the court enjoined the Western Union 
from disconnecting the telegraphic 
service pending determination of the 
case, and ordered the Public Service 
Commission to show cause why its or- 
der should not be vacated and an- 
nulled. After the trial the court dis- 
missed the appellant’s bill. 

[1-7] The appellant complained 
that the order of the Commission de- 
prived it of due process of law and de- 
nied it the equal protection of the laws 


in violation of the Fourteenth Amend- 
ment to the Constitution of the United 
States, and Art. 23 of the Maryland 
Declaration of Rights, which provides 
that no man ought to be deprived of 
his life, liberty, or property, but by 
the judgment of his peers, or by the law 
of the land. Unquestionably, if a law 
is applied and administered by public 
authority “with an evil eye and an un- 
equal hand” so as to make unjust dis- 
crimination between persons in similar 
circumstances, material to their rights, 
such denial of equal justice is within 
the prohibition of the Constitution. 
Yick Wo v. Hopkins (1886) 118 US 


356, 373, 30 L ed 220, 227,6S Ct® 


1064, 1073. But in considering the 
application of the constitutional safe- 
guard, due regard must be given to 
the principle that the state may regu- 
late and restrict the freedom of the in- 
dividual to act whenever such regula- 
tion or restraint is essential to the pro- 
tection of the public safety, health, or 
morals. Dasch v. Jackson (1936) 170 
Md 251, 262, 183 Atl 534, 539. Chief 
Justice Taft thus defined “due proc- 
ess” as guaranteed by the Fourteenth 
Amendment: “The due process clause 
requires that every man shall have the 
protection of his day in court, and the 
benefit of the general law, a law which 
hears before it condemns, which pro- 
ceeds not arbitrarily or capriciously, 
but upon inquiry, and renders judg- 
ment only after trial, so that every 
citizen shall hold his life, liberty, prop- 
erty and immunities under the protec- 
tion of the general rules which govern 
society.” Truax v. Corrigan (1921) 
257 US 312, 332, 66 L ed 254, 263, 
42 S Ct 124, 129, 27 ALR 375. 


The court cannot adopt the view of 
the appellant that the Public Service 
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Commission acted arbitrarily or capri- 
ciously. To force a public utility, un- 
der the guise of impartial regulation, 
to furnish service and facilities for 
unlawful purposes would be contrary 
to public policy. We cannot believe 


§ that the legislature, in providing that 


no telegraph or telephone company 
shall subject any person or corpora- 
tion to “unfair prejudice or disadvan- 
tage,” Code, Art. 23, § 411, intended 
to make such service mandatory where 
it would facilitate the violation of the 
law. Whether a complainant has been 
deprived of due process of law and de- 
nied the equal protection of the laws 
by action of an administrative body 
depends upon whether it acted con- 
trary to the statutes and rules and 
with arbitrary discrimination. Thomp- 
son v. Spear (1937) 91 F(2d) 430, 
433. The Fourteenth Amendment 


protects the citizens in their right to 
engage in any lawful business, but it 
does not prevent legislation prohibit- 
ing any business which is inherently 


vicious and harmful. Adams v. Tan- 
ner (1917) 244 US 590, 596, 61 L ed 
1336, 1343, 37 S Ct 662, 665, LRA 
1917F 1163, Ann Cas 1917D 973. 
The state has the undoubted right to 
enact legislation in the legitimate ex- 
ercise of its police power. The sover- 
eignty of the state would be a mockery 
if it lacked the power to compel its 
citizens to respect its laws. Allgeyer 
v. Louisiana (1897) 165 US 578, 41 
L ed 832, 17 S Ct 427. For example, 
when a complainant sought to enjoin 
the Maryland Public Service Com- 
mission and the Commissioner of Mo- 
tor Vehicles from prohibiting him 
from carrying passengers for hire in 
this state, our court held that, since 
his scheme contemplated an evasion of 


the law, he was entitled to no consid- 
eration in a court of equity. When the 
cry of “property rights” is raised in 
an effort to circumvent the provisions 
of a law designed to promote and pro- 
tect the public interest, equity will not 
aid the attempt by affording the ex- 
traordinary remedy of injunction. 
Restivo v. Public Service Commis- 
sion (1925) 149 Md 30, 37, PUR 
1926A 639, 129 Atl 884, 886. 

[8] It was insisted that the trans- 
mission of sports news does not vio- 
late any law of the state merely be- 
cause a recipient of it puts it to illegal 
use, and that consequently no evi- 
dence of illegal activities on the prem- 
ises of customers should have been 
produced against the appellant. Har- 
ry E. Bilson, secretary and treasurer 
of the appellant, asserted that while he 
had executed the contracts with the 
customers, he had never visited their 
places of business, and professed ig- 
norance of the character of their op- 
erations. But it is well settled that 
a telegraph company has the right to 
refuse service which is connected with 
illegal operations. The company may 
refuse to render such service, not only 
where such action would subject it to 
prosecution as a participant in the ille- 
gality, but also where it would have 
the effect of promoting illegality, even 
though the company might not be lia- 
ble to punishment for rendering the 
service. There is abundant authority 
for the principle that a telegraph com- 
pany cannot be compelled to furnish 
reports of market prices to a bucket 
shop, notwithstanding its duty as a 
public service corporation to serve all 
customers without discrimination, and 
even though it may have executed a 
contract to furnish such reports. Oth- 
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complaint with the Public Service 
Commission of Maryland under Code, 
Art. 23, § 380, to prevent discontinu- 
ance of service within the state. The 
Commission passed a temporary re- 
straining order, after which the ap- 
pellant acquired its news from outside 
the state by telephone, but continued 
to transmit the news by teleprinter to 
customers in Maryland. The reports 
sent by the appellant included the en- 
tries in races, the positions of the 
horses at various stages of the races, 
the final results, and the prizes paid 
to the winning horses. According to 
witnesses who testified before the 
Commission on March 19, there were 
eleven tickers in operation in the state. 
In Hyattsville there were two tickers, 
one of which was installed in a second- 
floor apartment, the other in a cellar. 
The other nine were located in Fred- 


erick, Emmitsburg, Brunswick, Bel 
Air, Havre de Grace, Bladensburg, 
Mt. Rainier, Silver Hill, and Takoma 
Park. On five of the premises gam- 


bling was seen by the witnesses. It is 
beyond question that the contract was 
subject to cancellation. On April 3rd 
the Commission passed an order dis- 
missing the complaint. On the same 
day the appellant filed a bill of com- 
plaint under Code, Art. 23, § 415, and 
the court enjoined the Western Union 
from disconnecting the telegraphic 
service pending determination of the 
case, and ordered the Public Service 
Commission to show cause why its or- 
der should not be vacated and an- 
nulled. After the trial the court dis- 
missed the appellant’s bill. 

[1-7] The appellant complained 
that the order of the Commission de- 
prived it of due process of law and de- 
nied it the equal protection of the laws 


in violation of the Fourteenth Amend- 
ment to the Constitution of the United 
States, and Art. 23 of the Maryland 
Declaration of Rights, which provides 
that no man ought to be deprived of 
his life, liberty, or property, but by 
the judgment of his peers, or by the law 
of the land. Unquestionably, if a law 
is applied and administered by public 
authority ‘with an evil eye and an un- 
equal hand” so as to make unjust dis- 
crimination between persons in similar 
circumstances, material to their rights, 
such denial of equal justice is within 
the prohibition of the Constitution. 
Yick Wo v. Hopkins (1886) 118 US 
356, 373, 30 L ed 220, 227, 6-S Ct 
1064, 1073. But in considering the 
application of the constitutional safe- 
guard, due regard must be given to 
the principle that the state may regu- 
late and restrict the freedom of the in- 
dividual to act whenever such regula- 
tion or restraint is essential to the pro- 
tection of the public safety, health, or 
morals. Dasch v. Jackson (1936) 170 
Md 251, 262, 183 Atl 534, 539. Chief 
Justice Taft thus defined “due proc- 
ess” as guaranteed by the Fourteenth 
Amendment: “The due process clause 
requires that every man shall have the 
protection of his day in court, and the 
benefit of the general law, a law which 
hears before it condemns, which pro- 
ceeds not arbitrarily or capriciously, 
but upon inquiry, and renders judg- 
ment only after trial, so that every 
citizen shall hold his life, liberty, prop- 
erty and immunities under the protec- 
tion of the general rules which govern 
society.” Truax v. Corrigan (1921) 
257 US 312, 332, 66 L ed 254, 263, 
42 S Ct 124, 129, 27 ALR 375. 


The court cannot adopt the view of 
the appellant that the Public Service 
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Commission acted arbitrarily or capri- 
ciously. To force a public utility, un- 
der the guise of impartial regulation, 
to furnish service and facilities for 
unlawful purposes would be contrary 
to public policy. We cannot believe 
that the legislature, in providing that 
no telegraph or telephone company 
shall subject any person or corpora- 
tion to “unfair prejudice or disadvan- 
tage,” Code, Art. 23, § 411, intended 
to make such service mandatory where 
it would facilitate the violation of the 
law. Whether a complainant has been 
deprived of due process of law and de- 
nied the equal protection of the laws 
by action of an administrative body 
depends upon whether it acted con- 
trary to the statutes and rules and 
with arbitrary discrimination. Thomp- 
son v. Spear (1937) 91 F(2d) 430, 
433. The Fourteenth Amendment 


protects the citizens in their right to 
engage in any lawful business, but it 
does not prevent legislation prohibit- 
ing any business which is inherently 


vicious and harmful. Adams v. Tan- 
ner (1917) 244 US 590, 596, 61 L ed 
1336, 1343, 37 S Ct 662, 665, LRA 
1917F 1163, Ann Cas 1917D 973. 
The state has the undoubted right to 
enact legislation in the legitimate ex- 
ercise of its police power. The sover- 
eignty of the state would be a mockery 
if it lacked the power to compel its 
citizens to respect its laws. Allgeyer 
v. Louisiana (1897) 165 US 578, 41 
L ed 832, 17 S Ct 427. For example, 
when a complainant sought to enjoin 
the Maryland Public Service Com- 
mission and the Commissioner of Mo- 
tor Vehicles from prohibiting him 
from carrying passengers for hire in 
this state, our court held that, since 
his scheme contemplated an evasion of 
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the law, he was entitled to no consid- 
eration in a court of equity. When the 
cry of “property rights” is raised in 
an effort to circumvent the provisions 
of a law designed to promote and pro- 
tect the public interest, equity will not 
aid the attempt by affording the ex- 
traordinary remedy of injunction. 
Restivo v. Public Service Commis- 
sion (1925) 149 Md 30, 37, PUR 
1926A 639, 129 Atl 884, 886. 

[8] It was insisted that the trans- 
mission of sports news does not vio- 
late any law of the state merely be- 
cause a recipient of it puts it to illegal 
use, and that consequently no evi- 
dence of illegal activities on the prem- 
ises of customers should have been 
produced against the appellant. Har- 
ry E. Bilson, secretary and treasurer 
of the appellant, asserted that while he 
had executed the contracts with the 
customers, he had never visited their 
places of business, and professed ig- 
norance of the character of their op- 
erations. But it is well settled that 
a telegraph company has the right to 
refuse service which is connected with 
illegal operations. The company may 
refuse to render such service, not only 
where such action would subject it to 
prosecution as a participant in the ille- 
gality, but also where it would have 
the effect of promoting illegality, even 
though the company might not be lia- 
ble to punishment for rendering the 
service. There is abundant authority 
for the principle that a telegraph com- 
pany cannot be compelled to furnish 
reports of market prices to a bucket 
shop, notwithstanding its duty as a 
public service corporation to serve all 
customers without discrimination, and 
even though it may have executed a 
contract to furnish such reports. Oth- 
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erwise, telegraph companies would be 
converted into public vehicles for the 
consummation of all kinds of illegal de- 
signs. Smith v. Western U. Teleg. 
Co. (1887) 84 Ky 664, 2 SW 483, 
485, 8 Ky Law Rep 672; Western U. 
Teleg. Co. v. State ex rel. Hammond 
Elevator Co. (1905) 165 Ind 492, 76 
NE 100, 108, 3 LRA(NS) 153, 6 Ann 
Cas 880; Bryant v. Western U. Teleg. 
Co. (1883) 17 Fed 825; 1 Wyman, 
Public Service Corporations, §§ 590, 
607, 613. Accordingly, after the Ken- 
tucky legislature passed an act making 
it a criminal offense to withhold the 
transmission or delivery of a telegraph 
or telephone message, the court of ap- 
peals of Kentucky observed : “It would 
be neither courteous nor fair to the 
legislative branch of the state govern- 
ment to impute to it, in construing one 
of its statutes, a purpose to encourage 
crime and foster immorality. 
To hold that the statute being consid- 
ered compelled the transmission of 
messages by the telegraph company, 
known to be designed for purposes of 
gambling within this commonwealth, 
would be to convict the legislature of 
favoring the vice of gambling. On 
the contrary, the true rule of interpre- 
tation is that the purpose of the legis- 
lature in passing such act will be pre- 
sumed to be in harmony with the gen- 
eral public policy, evidenced by in- 
numerable statutes against gambling 
in almost every conceivable form.” 
Louisville v. Wehmhoff (1903) 116 
Ky 812, 841, 76 SW 876, 884, 79 
SW 201, 25 Ky Law Rep 995, 1924. 
[9-11] The second contention of 
the appellant was that, since it had 
been publishing a daily sports sheet, 
the order of the Public Service Com- 
mission abridged the constitutional 


privilege of freedom of the press. 
Freedom of speech and of the press 
are rights guaranteed by our funda- 
mental law. The First Amendment 
guarantees the right against abridg- 
ment by Congress; the due process 
clause of the Fourteenth Amendment 
guarantees it against abridgment by 
any state. Article 40 of the Mary- 
land Declaration of Rights declares 
that the liberty of the press ought to 
be inviolably preserved; that every 
citizen of the state ought to be allowed 
to speak, write and publish his senti- 
ments on all subjects, being responsible 
for the abuse of that privilege. For 
many years after the invention of the 
printing press, the subjects in Eng- 
land were forbidden to publish any 
printed matter without the license of 
the government. It was to prevent 


any such interference that the Ameri- 
can patriots incorporated these provi- 


sions in the Federal and state Consti- 
tutions. Negley v. Farrow (1882) 
60 Md 158, 176, 45 Am Rep 715. 
The liberty of the press is a right be- 
longing to everyone, whether the pro- 
prietor of a newspaper or not, to pub- 
lish whatever he pleases without the 


interference of the government. Nei- 


ther the Federal government nor the 
state can adopt any form of previous 
restraint upon printed publications or 
their circulation, or take any action 
which might prevent such free and 
general discussion of public matters 
as seems essential to prepare the peo- 
ple for an intelligent exercise of their 
rights as citizens. Grosjean v. Ameti- 
can Press Co. (1936) 297 US 233, 
249, 80 L ed 660, 668, 56 S Ct 444, 
449. 

In 1931 the Supreme Court of the 
United States held invalid an act of 
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the Minnesota Legislature, Mason’s 
Minn. St. 1927, § 10123-1, which 
sought to permit the issuance of an in- 
junction against any business engaged 
in publishing “a malicious, scandal- 
ous, and defamatory newspaper, mag- 
azine, or other periodical.” The court 
held that the statute imposed an un- 
constitutional restraint upon those 
who publish charges against public 
officials. Chief Justice Hughes de- 
clared in the opinion of the court: 
“The conception of the liberty of the 
press in this country had broadened 
with the exigencies of the colonial pe- 
riod and with the efforts to secure 
freedom from oppressive administra- 
tion. That liberty was especially cher- 
ished for the immunity it afforded 
from previous restraint of the publi- 
cation of censure of public officers 
and charges of official misconduct. 

The statute in question cannot 


be justified by reason of the fact that 
the publisher is permitted to show, 
before injunction issues, that the mat- 
ter published is true and is published 
with good motives and for justifiable 


ends. If such a statute, authorizing 
suppression and injunction on such a 
basis, is constitutionally valid, it would 
be equally permissible for the legisla- 
ture to provide that at any time the 
publisher of any newspaper could be 
; required to produce proof of 
the truth of his publication, or of 
what he intended to publish and of his 
motives, or stand enjoined. If this 
can be done, the legislature may pro- 
vide machinery for determining in the 
complete exercise of its discretion 
what are justifiable ends and restrain 
publication accordingly. And it would 
be but a step to a complete system of 
censorship.” Near v. Minnesota ex 


203 


rel. Olson (1931) 283 US 697, 716, 
721, 75 L ed 1357, 1368, 1370, 51 
S Ct 625, 631, 633. 

But the Minnesota act was an at- 
tempt on the part of the state to sup- 
press publication; in the case at bar 
the appellant is attempting to compel 
another company to participate in its 
operations. It is obvious that the ap- 
pellant has not been denied the privi- 
lege of expressing its opinion on any 
subject. It is an ancient doctrine of 
the common law that no court should 
lend its aid to enforce a contract to 
do an act that is illegal, or which is 
inconsistent with sound morals or 
public policy, or which tends to cor- 
rupt or contaminate by improper in- 
fluences the integrity of our social or 
political institutions. Marshall v. Bal- 
timore & O. R. Co. (1853) 16 How 
314, 344, 14 L ed 953, 962. The 
state, in the exercise of the police pow- 
er and in the interest of the public 
welfare, has the undoubted right to 
regulate and limit the right of con- 
tract. Wight v. Baltimore & O. R. 
Co. (1924) 146 Md 66, 75, 125 Att 
881, 37 ALR 864, 868; Adair v. 
United States (1908) 208 US 161, 
172, 52 L ed 436, 441, 28 S Ct 277, 
280, 13 Ann Cas 764. 


[12-16] The appellant’s third con- 
tention was that the court erred in 
striking out the evidence presented at 
the trial below and in refusing to send 
it to the Commission. The appellant 
offered to show that the Western Un- 
ion has been furnishing special con- 
tract service of a similar type for oth- 
er concerns. However, the evidence 
clearly shows that the appellant’s busi- 
ness was to furnish news of such a na- 
ture and in such a manner that the 
recipients would be expected to use 
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it for an illegal purpose. The appel- 
lant also offered to produce a witness 
to testify that when he visited the 
premises where the tickers were locat- 
ed subsequent to the hearing before 
the Commission, he saw no violation 
of the law. The statute provides that 
if at the trial the plaintiff shall intro- 
duce evidence which the court finds to 
be different from or additional to that 
offered before the Commission, the 
court shall transmit a copy of the evi- 
dence to the Commission and stay the 
proceedings for fifteen days from the 
date of the transmission. The Com- 
mission may thereupon modify or re- 
scind its order, and shall report its ac- 
tion to the court within ten days from 
the receipt of the evidence. The judg- 
ment of the court is then rendered up- 
on the amended order. Code, Art. 23, 
§ 416. 


In exceptional cases, where unusu- 
al changes occur subsequent to the 
hearing before the Commission be- 
yond the control of the parties, the 
trial court is justified in transmitting 
to the Commission any evidence relat- 


ing to the changed conditions. It has 
been decided by the supreme court of 
Indiana that, since the statute does 
not provide that the “different” or 
“additional” evidence shall relate only 
to matters existing prior to the deci- 
sion of the Commission, evidence re- 
lating to matters occurring at any time 
up to the trial on appeal is unobjec- 
tionable. Public Service Commission 
v. Frazee, 188 Ind 573, PUR1919C 
979, 122 NE 328. Thus, when an or- 
- der of the Nebraska State Railway 
Commission was challenged as unrea- 
sonable on account of changed condi- 
tions due to war, the supreme court of 
Nebraska asserted: “The order was 
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made before the United States en- 
gaged in the present war. As a mili- 
tary measure the Federal government 
is now controlling defendant’s rail- 
way system. The enforcement of the 
order challenged on appeal will require 
labor, materials, and money. Owing 
to the exigencies of war, the govern- 
ment is making extraordinary de- 
mands for funds, men, materials, and 
railroad equipment. When 
the order was made there was no oc- 
casion or opportunity to present or 
consider these features of the ques- 
tions presented by the appeal. _ 
The Nebraska State Railway Com- 
mission should have an opportunity 
for further inquiry in view of changed 
conditions.” Ralston Business Men’s 
Asso. v. Bush (1918) 102 Neb 446, 
167 NW 727. 


However, on any appeal from an 
order of the Commission, the burden 
of proof is on the complainant to show 
that the order is unlawful or unrea- 
sonable “by clear and satisfactory evi- 
dence.” Code, Art. 23, § 419. Mani- 
festly, if the court finds that the evi- 
dence is not clear and satisfactory, it 
would be a perfunctory and frivolous 
proceeding to transmit the evidence 
to the Commission simply to have the 
Commission transmit it back again. 
Such a procedure would serve no use- 
ful purpose whenever the court deter- 
mines in the first instance that the 
“different” or “additional” evidence 
does not alter the conclusion. To jus- 
tify the court in remanding the case 
to the Commission, the evidence should 
be so substantial and sufficient that it 
might have the effect of making some 
change in the conclusion. The appeal 
to the court of chancery should not 
be used as a door through which the 
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appellant can readily escape from his 
situation and thereby circumvent the 
work of the Commission. The ad- 
judications of the Commission are 
prima facie correct, and the courts 
ascribe to them the strength due to 
judgments of a tribunal established by 
law and informed by experience. The 
court should not examine the facts in 
any case further than to determine 
whether there was substantial evidence 
to sustain the order. The findings of 
the Commission are subject to review, 
but when supported by evidence they 
are accepted as final. The court will 
not disturb a decision of the Commis- 
sion unless it exceeded its jurisdiction 
or arbitrarily disregarded the rights 
of the parties. Public Service Com- 


mission v. Northern C. R. Co. (1914) 
122 Md 355, 391, 90 Atl 105, 118; 
Public Service Commission v. Byron, 
153 Md 464, PUR1927E 286, 138 
Atl 404, 410; Public Service Com- 
mission v. Williams (1934) 167 Md 
316, 331, 173 Atl 259, 265; West v. 
Tidewater Express Lines (1935) 168 
Md 581, 586, 179 Atl 176, 179; 3 
Pond, Public Utilities, §§ 938, 939, 
940. 

As the Public Service Commission 
did not exceed its statutory power or 
act unreasonably in this case, and no 
reversible error was committed by the 
court in striking out the evidence of- 
fered at the trial, we affirm the decree 
dismissing the bill of complaint. 

Decree affirmed, with costs. 





FEDERAL COMMUNICATIONS COMMISSION 


Re Telegraph Division Order No. 12 


[T-9(a), Docket No. 2639.] 


Rates, § 529 — Telegraph — Urgent messages — Value and cost of service. 
1. The ratio between charges for urgent and for ordinary telegraph mes- 
sages must be justified largely on the basis of the increased costs to the 
carriers in providing the higher grade of service, not on the basis of its 
value to any particular user, or, in effect, the charge which the user can be 


made to bear, p. 212. 


§ Rates, § 529 — Telegraph — Urgent messages — Relationship to ordinary mes- 


sages. 


2. A 2 to 1 ratio between charges for urgent and for ordinary telegraph 
messages (urgent messages being given priority) was held not to be sup- 
ported by the additional cost involved or justified by application of the value 
of service theory, and a reduction of the ratio to 14 to 1 was ordered, p. 213. 


(Case and THompson, Commissioners, dissent.) 
[April 9, 1941.] 


| peice of ratio between charges for ordinary and 
urgent telegraph messages; reduction of ratio between 
charges ordered. 
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APPEARANCES: Ralph H. Kimball, 
for the Western Union Telegraph 
Company; Manton Davis, Frank W. 
Wozencraft, and Chester H. Wiggin, 
for RCA Communications, Inc.; 
Louis G. Caldwell and Edward K. 
Wheeler, for International Communi- 
cations Committee ; John H. Wharton, 
for Commercial Cable Company ; Bev- 
erly R. Myles, for Commercial Cable 
Staffs Association; and Frank B. 
Warren, for the Commission. 


By the Commission: On October 
31, 1934, the Telegraph Division of 
this Commission issued its Order 


(No. 12), which instituted a general 
investigation into (1) the justness and 
reasonableness of the ratio between 
the charges for each class of telegraph 
communications and the basic charge 
for full-rate telegraph communica- 
tions, and (2) the existence of (a) dis- 


criminations in charges, practices, 
classifications, regulations, facilities, 
or services for or in connection with 
like telegraph communication service, 
or (b) preferences or advantages to 
any particular person, class of persons 
or locality, or (c) prejudices against 
or disadvantages to any particular per- 
son, class of persons or locality with 
respect to telegraph communications, 
whether such discriminations, prefer- 
ences, advantages, prejudices, or dis- 
advantages are direct or indirect. 
Extensive hearings were held be- 
ginning on March 4, 1935, and ter- 
minating on May 10, 1935. Among 
the numerous subjects affecting the 
telegraph industry on which evidence 
was adduced at these hearings was the 
matter of the justness and reasonable- 
ness of the ratio between the charges 
for urgent and ordinary messages in 
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the international service. An urgent 
plain language or urgent code (CDE) 
message is given priority over all other 
classes of messages, except govern- 
ment messages, in transmission and 
delivery, the sender of the urgent mes- 
sage writing the paid service indicator 
“URGENT” immediately before the 
address and paying double the charge 
for the ordinary (either plain lan- 
guage or code) message of the same 
length. Ninety per cent of the urgent 
traffic handled by the American car- 
riers moves between New York and 
European points and 80 per cent of 
this traffic moves between New York 
and London. 

The Western Union Telegraph 
Company (hereinafter referred to as 
Western Union), Commercial Cable 
Company (hereinafter referred to as 
Commercial Cables), and RCA Com- 
munications, Inc. (hereinafter re- 
ferred to as RCAC), appeared at the 
hearings in support of the justness and 
reasonableness of the ratio between 
the charges for urgent and ordinary 
messages. The Cable and Radio 
Users Protective Committee, an asso- 
ciation of users of telegraph service, 
urged a reduction in the ratio between 
the charges for urgent and ordinary 
messages. The International Com- 
munications Committee (hereinafter 
sometimes referred to as the “Com- 
mittee”) is the successor to the Cable 
and Radio Users Protective Commit- 
tee. This Committee is an informal 
organization of 121 concerns con- 
sisting of 30 banks, 43 stock and com- 
modity exchange houses, and 48 im- 
porters and manufacturing exporters. 
A majority are located in New York, 
but the membership includes concerns 
in most of the large cities of the Unit- 
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RE TELEGRAPH DIVISION ORDER NO. 12 


ed States. These concerns provide 
more than 90 per cent of the urgent 
trafic handled by the American car- 
riers. 

On June 14, 1937, the Commission 
issued its report and order, holding 
that the existing ratio (2 to 1) be- 
tween charges for urgent and ordinary 
messages was unjust and unreasonable 
and that the maintenance of such ratio 
resulted in an unjust and unreasonable 
discrimination in charges for and in 
connection with like communication 
services, and subjected the users of the 
urgent service to an undue and unrea- 
sonable prejudice and disadvantage. 
The order was directed to the Western 
Union only, and required that compa- 
ny to cease and desist “from charging, 
collecting, or receiving rates for ur- 
gent plain language and code mes- 
sages which bear the ratio to the rates 
for ordinary plain language and code 
messages found in said report to be 
unjust and unreasonable.” 4 FCC 
258, 273. 

On November 10, 1937, Western 
Union issued, and on November 12, 
1937, it filed, its Supplement No. 17 


ito FCC Tariff No. 60, effective De- 


cember 12, 1937. This supplement 
reduced the Western Union’s partici- 
pation in the charges for urgent tele- 
grams from the United States to Eng- 


sland, France, Belgium, and Holland 


from double to one and one-half times 
the ordinary rate and, with respect to 
all other countries, abandoned the ur- 
gent classification. By reason of the 
proceedings hereinafter described, 
Supplement No. 17 never became ef- 
fective. 

Part I of the order of June 14, 


1 1937 , supra, relating to the “artificial 


delays” imposed upon the handling, 
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transmission, or delivery of ordinary 
messages in the international service 
was not opposed and has become effec- 
tive. Part Il of the order relating to 
the ratio between the charges for ur- 
gent and ordinary messages is the sub- 
ject matter of this proceeding. 

On November 11, 1937, prior to 
the effective date of Part II of the 
aforementioned order, the Western 
Union filed with the Commission its 
motion praying that the hearing be 
reopened and that Part II of the order 
of June 14, 1937, be suspended pend- 
ing further hearing. The motion of 
Western Union was joined in by Com- 
mercial Cables and RCAC. The Cable 
and Radio Users Protective Committee 
opposed the motion. The effective date 
of Part II of the order of June 14, 
1937, was postponed from time to 
time and on October 7, 1938, the Com- 
mission issued an order reopening the 
investigation instituted by Order No. 
12 of the Telegraph Division, dated 
October 31, 1934, in so far as it relat- 
ed to the reasonableness of the ratio 
between charges for ordinaries and ur- 
gents (except press urgents), and the 
existence of discriminations, preju- 
dices, or disadvantages resulting from 
such ratio for the purpose of taking 
further testimony with leave to all 
parties in the proceedings in Docket 
No. 2639 to appear and offer evidence 
in the premises. The hearing provid- 
ed for in the order dated October 7, 
1938, commenced on May 8, 1939, 
and was concluded on May 24, 1939. 
Evidence on behalf of the carriers, 
the Committee and certain employee 
groups was submitted. A proposed 
report of the Commission was issued 
on June 5, 1940. Exceptions to the 
proposed report were filed by the Com- 
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mittee. Briefs have been filed on be- 
half of the Committee and the re- 
spondents. Counsel for the Commit- 
tee, the respondents, and the Commis- 
sion were heard in oral argument on 
December 5, 1940. 

It should be noted that Part II of 
the Commission’s order of June 14, 
1937, did not prescribe the ratio which 
should be made effective by the carrier 
named in that order. It merely held 
that the existing ratio (2 to 1) be- 
tween the charges for urgent and or- 
dinary messages results in unjust and 
unreasonable discrimination, and un- 
due and unreasonable prejudice and 
disadvantage. It should also be noted 
that the Committee representing the 
users admits that the urgent service as 
furnished by the carriers, parties here- 
to, should bear a higher rate than that 
charged for ordinary service. The is- 
sue is thus narrowed to the question as 
to whether the differential based on 
the 2 to 1 ratio is justified, and if not, 
what the proper ratio should be. 

The general nature of urgent serv- 
ice was described in our previous Re- 
port, 4 FCC 258 at p. 263. The Com- 
mittee contends that the only addition- 
al service rendered by the carriers in 
furnishing urgent service, as distin- 
guished from ordinary service, is the 
placing of the urgent message on top 
of the file for transmission ahead of 
other traffic. Urgent service is not 
used for all stock and commodity 
quotations and transactions between 
Europe and the United States for the 
reason that the ordinary service is suf- 
ficiently speedy for most purposes. 
The average speed of handling an or- 
dinary message from the time of its 
receipt in the New York office of one 
of the carriers until it is transmitted 
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is one minute and four seconds 
Many ordinary messages are transmit. 
ted by all companies in from one t 
three minutes after the time of filing 
In the case of a large user of urgen’ 
service, the elapsed time between filing 
of an ordinary message in New Yor 
and delivery in London is not muct 
over a minute more than the elapse 
time for the handling of an urgen 
message between the same points 
The users of urgent service receive; 
service which amounts to more that 
mere priority over ordinary service 
This is clearly established from the 
record of special employees, equip 
ment, and methods evolved to insur 
extremely expeditious handling of w- 
gent messages. The user of urgent 
service also is required to make sub 
stantial expenditures by way of wages 
of special employees, etc., in order ti 
insure that the urgent service shall be 
as expeditious as required in the typ 
of business which avails itself of the 
urgent service. All the expenditure 
of the carriers and all the attention 
given to urgent service would not pro 
vide the type of service which the 
users require if the user does not co- 
operate fully in providing his own per- 
sonnel to insure the speed desired in 
connection with this service. 


The International Telegraph 
Regulations 


Much evidence was presented witl 
respect to action taken by various dele- 
gations and representatives at the In- 
ternational Telecommunications Cor 
ference at Madrid in 1932 and a 
Cairo in 1938. The ratio of 2 to], 
urgent to ordinary, was adopted a 
Madrid in 1932, made effective by the 
American carriers in 1934, and af 
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firmed at Cairo in 1938, although rep- 
resentations were made at the later 
conference by the countries between 
which the service is principally used 
(Great Britain and the United States) 
for a reduction in this ratio. The 
United States Government is not a 
party to the International Telegraph 
Regulations and neither are any of the 
carriers respondents in this proceed- 
ing. Since the International Tele- 
graph Regulations are not binding on 
either the carriers or the United States 
Government, they do not offer any 
obstacle to the prescription by this 
Commission of a different ratio, ur- 
gent to ordinary, than that set forth 
in those regulations. The bulk of the 
urgent traffic, which moves between 
New York and London, was for years 
handled under a classification called 
“preferred service’ and at a rate 
which was 14 times the ordinary rate. 
The International Telegraph Regula- 
tions at that time did not prescribe the 
classification above referred to as 
“preferred,” but provided for a some- 
what similar expedited service called 
“urgent” service at triple the ordinary 
rates. Notwithstanding this situation, 
the United States cable carriers in the 
transatlantic field handled traffic as 
“preferred” as far as London and be- 
yond there the European carriers han- 
dled it to destination as “urgent,” 
which conclusively establishes that the 
United States carriers, as a practical 
matter, are not required to adhere to 
the classifications and rates prescribed 
in the International Telegraph Regula- 
tions. 


Cost of Furnishing Urgent Service 


The hearing in this matter was re- 
opened by the Commission upon the 


[14] 
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petition of Western Union, supported 
by the other carriers, in order to give 
the carriers an opportunity to submit 
evidence particularly upon the cost of 
furnishing urgent service. While they 
offered some evidence upon cost it has 
little if any probative value and fails 
to convince that the existing ratio of 
charges is supported by the ratio of 
costs. 

At the reopened hearing each of the 
carriers submitted studies purporting 
to show the cost of handling urgent 
traffic. The Western Union study is 
based on its operations on November 
15, 1938, which was assumed to be a 
typical day. On this day it found that 
fifteen of its available twenty-two 
North Atlantic channels were assigned 
to and did actually handle some urgent 
traffic, nine channels being used for 
eastward traffic and six for westward 
traffic. Between the hours of 10 and 
11 a.M., the peak hour for urgent 
traffic, 23.9 per cent of the total words 
handled on the fifteen channels re- 
ferred to was urgent traffic. The car- 
rying charges related to the twenty- 
two channels were estimated to be $3,- 
456,468 for the year 1938. The items 
included in “carrying charges” are 
generally expense items which are 
fixed and do not fluctuate with the 
volume of business. Twenty-three 
and nine-tenths per cent of 15/22 of 
the above annual carrying charges on 
all the North Atlantic cables was as- 
sumed to be assignable to urgent traf- 
fic. The amount thus determined is 
$563,247 per year. 

We cannot perceive what value this 
study has to the present proceeding. 
The problem is not one of establishing 
an appropriate charge for urgent serv- 
ice, considered alone, to be derived by 
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some scheme or percentage basis of al- 
locating facilities used jointly by ur- 
gent and other types of service. For 
purposes of this proceeding, the pro- 
priety of the charges for ordinary mes- 
sages has been by everyone assumed. 
The sole problem is, given this prem- 
ise, are the increased costs sustained 
by the company in furnishing the ur- 
gent service and the resulting effects 
upon this and other services sufficient 
to justify the present ratio of charges. 
No attempt was made in this study to 
determine what facilities or what ele- 
ments of cost in relation to those fa- 
cilities could have been eliminated 
were urgent service abolished. 


There is nothing in this study which 
tended to establish that adoption of 
the urgent classification involved 
maintenance of more channels than 
would otherwise be necessary. Indeed 
one of its studies tends to establish the 
converse. This study determined that 
on May 17, 1939, between the hours 
of 10 and 11 a.M., 171 urgent mes- 
sages were handled in comparison with 
approximately 400 urgent messages 
between the same hours on November 
15, 1938. The May 17, 1939, study 
indicated that of the nine channels as- 
signed for eastward urgents, a maxi- 
mum of five were in use during any 
one-minute period for handling urgent 
traffic; a maximum of six were in use 
during any 5-minute period; and a 
maximum of eight were in use during 
any 10-minute period. At no time 
during the hour were all nine east- 
ward channels in use for handling ur- 
gent traffic. If at no single moment 
were all channels utilized for urgent 
messages, then obviously it could not 
be claimed that certain of the channels 
were necessary solely in order to main- 
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tain the established speed in transmit. 
ting messages of this classification, 
There is nothing anywhere in the rec- 
ord to indicate satisfactorily that some 
portion of the carrying charges on the 
cable plant should be assigned to ur- 
gent service as a “standby” or “readi- 
ness-to-serve” charge. 

Another study submitted by the 
Western Union dealt with the issue. 
It purported to show that in the ab- 
sence of urgent traffic four of the 
twenty-two North Atlantic channels 
could be eliminated. On this basis the 
plant expense for handling urgent traf- 
fic was assumed to be 4/22 of $3,456,- 
468, or $628,448 per annum. But there 
is nothing in the study to justify the 
conclusion that four channels could be 
eliminated without degrading the ordi- 
nary service. And there is every rea- 
son to believe that this could not be 
done. Certainly, the Western Union 
has no intention of abandoning any 
part of its plant if urgent service is 
discontinued, in the absence of some 
other change which would justify such 
abandonment. Nor is it shown that 
any particular plant was constructed 
solely on account of urgent service. 
The public generally is entitled to ex- 
peditious service and undoubtedly 
will demand continuance of the trans- 
mission of ordinary messages at the 
same speed as has heretofore pre- 
vailed. Furthermore, competition 
among the carriers will alone compel 
a degree of service which would make 
it impossible to discard existing chan- 
nels. 

Apart from the problem of the car- 
rying charges on plant assumed to be 
allocable to urgent traffic, it was esti- 
mated that if urgent traffic were aban- 
doned the Western Union could dis- 
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pense with the services of a total of 
111 cable operators, supervisors, rout- 
ing aides, service clerks, customer tie- 
line operators, etc., at a saving in labor 
costs of $213,240 per annum. In ad- 
dition, witnesses for Western Union 
B stated that special equipment provided 
solely for handling urgent traffic in- 
volved carrying charges of $58,000 
per annum and, further, that certain 
land lines in Great Britain could be re- 
leased if urgent traffic were eliminated, 
which would result in a saving of ap- 
proximately $24,000 per year. It was 
also stated that urgent traffic is one of 
the major reasons why the Western 
Union has been unable to transfer its 
cable operating room from 40 Broad 
street, New York, to the main office at 
60 Hudson street, and that such a 
transfer of operations would result 
in an annual saving to the company of 
$200,000. Other expenses partly at- 
tributable to the handling of urgent 
traffic were said to be the salaries of 
engineers who devote part of their 
time to the urgent service and the ex- 
pense of maintaining branch offices at 
Shorter’s Court, London, and the cot- 
ton exchanges at New York and 
Liverpool. 

But it is nowhere made clear to 
what extent expenses of this type could 
be eliminated on abolition of urgent 
service. And it certainly appeared 
that elimination of the 111 employees 
could be effected only at a sacrifice of 
the existing quality of ordinary serv- 
ice. Herein lies the vice of all the 
studies of this character made by the 
company. All the cost elements which 
tend to expedite service were too read- 
ily assumed to be attributed to urgent 
service. Nowhere did they clearly 
make the assumption that users of or- 
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dinary service are entitled to substan- 
tially their present quality of service 
and on that basis proceed to determine 
what extra expenses were involved in 
furnishing the premium _ service. 
While there are unquestioned incre- 
mental expenses involved in the latter, 
the over-all record fails decidedly to 
establish them sufficient in degree to 
justify the existing 2-1 ratio. 

The cost studies submitted by the 
other two carriers can be dismissed 
briefly. It should, however, be noted 
that they did not attempt, as did West- 
ern Union, to justify the present ratio 
on a plant allocation basis, but cor- 
rectly endeavored to establish incre- 
mental costs resulting from offering 
the premium service. The study by 
Commercial Cable Company assumed 
that if no urgent traffic were handled, 
it’ would be able to discontinue its 
branch offices at Shorter’s Court, and 
at the cotton exchanges in New York 
and Liverpool, with a total saving in 
office rentals, leased wire expenses, and 
wages of approximately $50,000 per 
year. It was further assumed that if 
the urgent classification were aban- 
doned it could dispense with the serv- 
ices Of cable operators, supervisors, 
messengers, tie-line operators, clerks, 
etc., at its terminal offices in New 
York, London, and Paris, with a total 
saving to the company of approxi- 
mately $72,000 per year. In addition, 
it was assumed that the company 
would be relieved of the necessity of 
paying approximately $6,000 in transit 
taxes to the Portuguese authorities at 
the Azores for the passage of urgent 
traffic through this point. 

It is apparent that if the three 
branch offices of Commercial Cables 
above referred to were to be aban- 
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doned, some other provision would 
have to be made for handling the 
traffic now handled at these offices. 
The estimated saving of $50,000 
would therefore be reduced by the un- 
determined expense of some other 
method of handling the traffic now 
handled through these offices. As in 
the case of Western Union, it is ap- 
parent that additional operating ex- 
penses are incurred for handling ur- 
gent traffic, but it is impossible to de- 
termine with any reasonable degree of 
accuracy the amount of such addition- 
al operating costs. 

RCAC based its cost study on the 
expenses which it estimated could be 
eliminated in its main operating room 
at 66 Broad street, New York, if the 
urgent service were not offered. It 
was estimated that a total of nineteen 
employees, assigned primarily to the 
handling of urgent traffic with total 
annual salaries of $37,352, could be 
eliminated. It was also estimated that 
50 tie-lines now furnished to the urgent 
users could be eliminated with an an- 
nual saving of $3,784. The evidence 
submitted by RCAC affords no basis 
for an exact determination of the ex- 
pense which would be eliminated if ur- 
gent traffic were not handled. It is 
apparent, however, that patrons of 
RCAC would object strenuously to 
the withdrawal of many of the 50 tie- 
lines which it assumed might be elim- 
inated, since these tie-lines are used 
for services other than urgent traffic. 

The record establishes that nothing 
more than the costs associated with 
certain employees and tie-line facilities 
at the terminals of the carriers are 
solely attributable to urgent traffic. It 
is clear that if all the employees and 
facilities involved were to be eliminat- 
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ed, there would be a substantial de. 
grading of the ordinary service, at 
least during the busy hours. The car- 
riers do not contend that ordinary 
service is above the standards to which 
the public is reasonably entitled, and 
it is a fair assumption that a degraded 
ordinary service due to the elimination 
of tie-line facilities and operating per- 
sonnel, would not adequately meet the 
public requirements with regard to or- 
dinary service. If consideration is 
given to the employees and facilities 
in the New York offices which would 
have to be retained in any event to 
avoid an unreasonable degradation of 
the ordinary service, it is apparent that 
the premium from urgent service is 
far in excess of any costs solely at- 
tributable thereto. It is also apparent 
that a reduction in the ratio from 2 to 
1 to 14 to 1 would not result ina 
situation where the revenue from the 
premium on urgent service would be 
less than the cost solely attributable to 
the quality of urgency. 


Benefits and Value of Service 


[1] The Western Union position in 
the first hearing, as stated by its coun- 
sel, was, in effect, that the cost ele- 
ment in furnishing urgent service was 
given entirely too much weight and 
consideration, and that the ratio be- 
tween the charges for urgent and ordi- 
nary messages (2 to 1) represents an 
effort on the part of the carriers to fix 
a rate which will confine the use of ur- 
gent service to the people who have a 
real need for such service, and to pre- 
vent its use becoming so general as to 
destroy the benefit of that service for 
the persons who really have need for 
it. 


Urgent service may. well be of very 
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xbstantial value to the parties who 
fave occasion to use it. Indeed, there 
; some testimony by the members of 
e Committee indicating that in par- 
‘cular instances resort would be had 
o the urgent classification rather than 
he ordinary classification irrespective 
Nf the ratio of the charges within rea- 
onable limits. This the carriers seek 
stress in justification of the existing 
But the point is of very limit- 
d significance. The ratio must be 
ustified largely on the basis of the 
ncreased costs to the carriers in pro- 
iding the higher grade of service ; not 
m the basis of its value to any par- 
icular user, or in effect, the charge 
hich the user can be made to bear. 


“Value of service” has significance 
n the adjustment of rates in a matter 
Mf this kind only in considering the 
ver-all effect of the rate upon the 
ervice in question and upon other 


ervices offered by the carrier, i. e., 
hether a proposed rate for a classifi- 
ation of service would increase or de- 
tease the benefit of that particular 
ervice or of other services to the 
tlegraph-using public. It may well be 
nticipated that a reduction in the ur- 
ent rates will increase the volume of 
raffic moving under that classification, 
ut there is nothing to indicate that 
ich an increase in volume will de- 
rade the quality of urgent service 
t the quality of service rendered un- 
et the ordinary classification. There 
§ nothing in the record to indicate 
at the double rate now in effect is 
stified upon any “value of service” 
tandpoint, but on the contrary, it is 
pparent that a reduction of the 2 to 1 
Atio will increase the benefit of the 
tgent service to all users who have a 
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need for that service without degrad- 
ing the benefit of the other services. 


Unreasonableness of Ratio 


~ [2] Despite the opportunity afford- 
ed by the reopened hearing the carriers 
have failed to justify the continuance 
of the 2 to 1 ratio with respect to ur- 
gent traffic on a basis of additional 
cost incurred in supplying this type of 
service. By comparison with the ordi- 
nary service, the additional cost in- 
volved in supplying urgent service 
does not appear to justify the 2 to 1 
ratio for the future. Nor is the main- 
tenance of the 2 to 1 ratio justified by 
the application of the ‘“‘value of serv- 
ice” theory largely relied upon by 
counsel for Western Union. There is 
nothing in the record to indicate that 
a reasonable reduction in the basis for 
urgent charges would result in so in- 
creasing the traffic and thereby de- 
grading the several services as to de- 
grade the value of those services for 
the persons who really have need for 
them. On the contrary, the record 
does show that the maintenance of the 
existing 2 to 1 ratio has prevented the 
use of urgent service by certain per- 
sons who do have a real need for the 
service. 

The Committee takes the position 
that the issue here is whether the car- 
riers can justify what they term an 
increase in the ratio, urgent to ordi- 
nary, made effective in 1934. We do 
not agree with this contention. At the 
time this investigation was instituted, 
on this Commission’s own motion, the 
legal ratio, included in tariffs filed with 
this Commission, was 2 to 1; and the 
proceeding is not one in which the car- 
riers are called upon to justify an in- 
crease in existing rates. It is rather 
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one where the Commission upon its 
own motion seeks to determine wheth- 
er the existing charges are just and 
reasonable for the future or in any way 
violative of the provisions of the Com- 
munications Act. Our conclusion is 


that for the future the basis for ur- 
gent charges should be reduced. 


Conclusion 

The cost studies in this proceeding 
do not afford a basis for a mathemati- 
cal determination of an appropriate 
ratio of charges for urgent messages 
as compared to ordinary messages. 
However, giving due consideration to 
the cost studies and to the other evi- 
dence in the record, the Commission 
concludes that the ratio should be re- 
duced from 2 tol to 1$to1. Certain 
of the carriers in this proceeding 
maintained, prior to 1934, a classifi- 
cation of service known as “pre- 
ferred.” It is indicated that the “pre- 
ferred” service was somewhat com- 
parable to that now classified as “ur- 
gent.” The “preferred” service was 
charged for on a basis, voluntarily 
fixed by the carriers of 1} times the 
rate for ordinary service. There is 
no indication that the 14 to 1 ratio 
was inadequate or that it resulted in 
so degrading the “preferred” service 
as to destroy its value to users re- 
quiring extreme expedition. The 
tariff of the respondent Western 
Union Telegraph Company (Supple- 
ment No. 17 to FCC Tariff No. 60) 
filed with the Commission on Novem- 
ber 12, 1937, pursuant to the Commis- 
sion’s report and order heretofore re- 
ferred to, fixed the ratio for urgent 
messages at 14 to 1 over its own lines, 
which is indicative of the fact that that 
carrier was of the opinion that this 
ratio was proper. Counsel for the 
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users stated in oral argument that q 


ratio of 14 to 1 would be proper from 


the standpoint of the users. 

The Commission has given consid: 
eration to the motion of the Radi 
Corporation of America Communica, 
tions, Inc., for further argument in 
this matter and considers that motion 
to be without merit. This has been; 
long proceeding and the parties hav¢ 
had every opportunity to bring in facts 
in their possession bearing upon the 
issues. 


An appropriate order will be enfi 


tered. 


Case, Commissioner, dissenting: | 
am unable to join in the adoption of 
the order of the Commission requir- 
ing a reduction in the ratio between 
the charges for ordinary and urgent 
telegraph traffic. 

The majority decision properly 


reaches the conclusion that “‘it is in- 


possible to determine with any reason- 
able degree of accuracy the amount of 
such additional costs.’ 
al operating costs referred to are costs 
solely attributable to the quality of 
urgency present with regard to trafix 
moving under the urgent rate. It nec 
essarily follows that there is no four- 
dation for the further conclusion of the 
majority “that a reduction in the ratio 
from 2 to 1 to 14 to 1 would not re 
sult in a situation where the reventt 
from the premium on urgent servic 
would be less than the cost solely at 
tributable to the quality of urgency.’ 
The two conclusions are absolutely ir 
reconcilable. There is likewise 10 
foundation in the record and no sup 
port from any other source for tht 
conclusion of the majority to the et 
fect that a reduction of the 2 to 1 rati 
would increase the value of the urgetl 
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ervice 


The addition 


RE TELEGRAPH DIVISION ORDER NO. 12 


ervice to all users. The value of the 
rervice to a user depends upon the na- 
ure of his business and his necessities 
n this regard. Changing the basis of 
harges for communication service 
annot possibly affect the value of the 
ervice to the user, although it may 
ake the service available to additional 
sers and increase the use of existing 
sers. The three conclusions referred 
0 above seem to be the basis upon 
which the majority considers the re- 
Huction justified. None of them are 
supported by the record. Further- 
ore, there is a fundamental principle 
pf rate making here involved which is 
onclusive against a reduction in the 
“regent rate on the basis of the record 
‘Before us. Persons who demand pre- 
jum services should pay premium 
prices in order that the vast majority 
bf users may receive their services at 
he lowest possible rates. The urgent 


‘Bervice is of inestimable value to the 
imited number of users who demand 
Urgent service is an absolute es- 

‘BBential to the operations of the ar- 


itragers. In the absence of this 
lass of user it is doubtful whether 
irgent service would ever have been 
stablished. Seven users of one car- 
ier take more than 79 per cent of the 
rgent service. One hundred twenty- 
bne represent 90 per cent of all the 
sers of urgent service. The record 
s devoid of positive evidence that the 
xisting 2 to 1 ratio has operated to 
estrict the use of urgent service. It 
s likewise devoid of positive evidence 
hat a reduction in the ratio will result 
n an increase in the use of urgent 
ervice. The use of urgent service de- 
bends primarily upon the activity in 
ecurity markets. If the markets are 
ctive, urgent service is used. If the 


markets are inactive, there is no need 
for urgent service and no matter what 
the rate the use would be extremely 
limited. 

There is for all practical purposes 
no urgent traffic moving today. The 
majority reaches the conclusion that 
reparation as to traffic handled in the 
past is not justified upon this record. 
There are certain practical difficulties 
in connection with the application of 
the ratio ordered by the majority par- 
ticularly in the case of radio carrier 
where one terminal of the circuit is in 
a foreign country and owned by a for- 
eign administration. Bearing in mind 
that the International Telegraph Reg- 
ulations provide for uniform applica- 
tion of the 2 to 1 ratio condemned by 
the majority, the practical aspects of 
the problem indicate the difficulties of 
securing international agreement for 
reduction by the U. S. companies con- 
cerned and the undesirability of order- 
ing any adjustment at this time. 

As the majority points out, the 
users’ committee takes the position 
that the issue is whether the carriers 
can justify what the users term an in- 
crease in the rate made effective in 
1934. The majority denies that this 
is the issue. Further, statistics relat- 
ing to the average cost of urgent mes- 
sages show clearly that the average 
cost per urgent message was less in 
1938 than in 1926. It is thus clear 
that there is no foundation for an ad- 
justment in the ratio based upon the 
contention of the users. 

I agree with the conclusion in the 
proposed report that the record before 
us does not provide a satisfactory basis 
for disapproval of the existing ratio 
of 2 to 1 urgent to ordinary, at this 
time. 





215 


38 PUR(NS) 





MONTANA PUBLIC SERVICE COMMISSION 


MONTANA PUBLIC SERVICE COMMISSION 


Re Fluorescent or Other Lighting Equipmen 


[Docket No. 3336, Report and Order No. 1763.] 


Service, § 327 — Electricity — Fluorescent lighting equipment — Rule. 
An electric utility company should be permitted to adopt a rule against t 
furnishing of service to any fluorescent or other lighting equipment havin 
similar load characteristics unless such equipment is constructed to ope 
ate at a power factor of 90 per cent lagging or more. 


[January 25, 1941.] 


— of rule relating to electric service for fluores- 
cent or other lighting equipment; rule approved. 


APPEARANCES: H. H. Cochrane, 
Chief Engineer, Montana Power Com- 
pany, Butte; R. E. McDonough, As- 
sistant General Sales Manager, Mon- 
tana Power Company, Butte; J. E. 
Corette, Jr., Counsel, Montana Power 
Company, Butte; M. M. Rawlings, 
Mountain States Power Company, 
Kalispell; M. P. Trenne, Montana Au- 
to Dealers Association and Montana 
Implement and Hardware Associa- 
tion, Helena; H. McCullough, Tobac- 
co River Power Company, Eureka; 
Don A. Pearson, General Electric Co., 
Lamp Department, Butte; A. P. Mc- 
Donald, Montana-Dakota Utilities 
Company, Minneapolis; D.  H. 
Steeves, Lighting Supervisor, Mon- 
tana-Dakota Utilities Company, Glen- 
dive; J. R. Kaiserman, Division Man- 
ager, Montana Power Company, 
Helena; R. O. McPhillips, Superin- 
tendent, Great Northern Utilities 
Company, Shelby; H. M. Saubert, 
Manager, Great Northern Utilities 
Company, Shelby; H. W. Hafer, City 
Light Company, Winnett; J. L. Lori- 
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mer, General Electric Company 
Butte; E. G. Toomey, for Montang 
Dakota Utilities Company, Helen 
Enor K. Matson, Counsel, Publ 
Service Commission, Helena. 


By the Commission : The Commis 
sion ordered a public hearing to 
held to determine the reasonablenes 
of a ruling by the Montana-Dakot 
Utilities Company reading as follows 
“The company shall refuse electri 
service to any fluorescent or othe 
lighting equipment having simil 


load characteristics installed after Set 


tember 1, 1940, unless such equipme 
is constructed to operate at a powd 
factor of 90 per cent lagging or mort’ 
The matter was duly set for hearin 
at the offices of the Public Servi 
Commission of the state of Monta 
in the Capitol building, at Helen 
Montana, on January 15, 1941, aml 
proper notice was given to all the elet 
tric utilities in the state by mailing 
notice of said hearing to each of ti 
said electric utilities and to the co 
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mers of electrical current and to the 
blic by publication of the notice in 
brious daily and other newspapers 
roughout the state of Montana as 
ovided by the rules and regulations 
f the Commission. At the hearing 
idence was submitted by the Mon- 
na-Dakota Utilities Company and 
hers. At the close of the evidence 
e matter was submitted and taken 
inder advisement by the Commission. 


Findings of Fact 


The Commission finds : 
(1) That the use of high power 
nctor equipment for fluorescent and 


rotecting the consumer from the fire 
‘Mazard of over-loaded circuits. 

(2) That the use of high power 
actor equipment will decrease the cost 
f operation to the consumer of fluro- 
cent and other tube type of lamps 
id will not increase the cost of oper- 
ion of incandescent lamps. 

(3) That the use of high power fac- 
mr equipment in decreasing voltage 
uctuation will give better service to 
e consumer. 


(4) That the use of low power fac- 


br equipment, if permitted, will 
pause serious disturbances to the qual- 
y of service rendered in the smaller 


qg@pmmunities particularly. 


(5) That the use of high power 


arigmector equipment for such type of 


ghting avoids the cost of utilizing the 
tger conductors to carry idle cur- 
ent. 

(6) That the difference in first 
bsts between the low and the high 
ower factor equipment or type of 
xtures is comparatively small, and 
tquiring the consumer to use the 
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high power factor equipment will not 
cause an undue burden to fall upon 
him. 

(7) That the use of high power 
factor equipment by the consumer 
will result in mutual advantage to both 
consumer and the utility. 

(8) That the said ruling of the 
Montana-Dakota Utilities Company 
is reasonable. 


Conclusions of Law 


The Commission concludes : 

(1) The proposed ruling of the 
Montana-Dakota Utilities Company 
is reasonable and should be approved 
by the Commission. 

(2) That all other utilities fur- 
nishing electric service in the state of 
Montana should be permitted to issue 
a similar rule. 


ORDER 


Now, therefore, at a session of the 
Public Service Commission of the 
state of Montana, held at its offices 
in the Capitol building, Helena, Mon- 
tana, on January 25, 1941, there be- 
ing present Austin B. Middleton, 
Chairman, Commissioner Horace F. 
Casey and Commissioner Paul T. 
Smith, there regularly came before the 
Commission for final action the mat- 
ters and things involved in Docket No. 
3336; and it appearing that the Com- 
mission has this day issued its report, 
findings of fact and conclusions of 
law, which are hereby referred to and 
of this order made a part, and all the 
matters and things involved having 
been fully investigated and public hear- 
ing had whereat all persons interested 
had an opportunity to appear and pre- 
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sent their respective interests; and the Rule 33 10 of 

Commission now being fully advised Appliances (§§ 38 

in the premises ; (a) Lighting equipment vhich 
It is ordered that the ruling of the Any public utility under the juris 

Montana-Dakota Utilities Company as_ diction of the Public Service Com 

hereinbefore set forth, be, and the mission of the state of Montana may 

same is hereby approved; that there refuse electric service to any lighting 

be added to the rules and regulations, equipment unless such equipment ; 

Prescribed Standards for Electric constructed to operate at the povwe 

Service, the following: factor of 90 per cent lagging or mote 
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Board of Railroad Commissioners et al. 


Vv 


on Company et al. 


[No. 8106.] 
(— Mont —, 111 P(2d) 306.) 


Public utilities, § 38 — What constitutes — Transportation for own benefit. 


Businessmen who operate their own motor vehicles for the delivery of 
their own goods purely as an incident to their regular business and do no 
compete with those engaged in the transportation business for the transpor- 
tation of the property of others, are not motor carriers for hire within the 
meaning of the statute defining and regulating motor carriers. 


(ANGSTMAN, J., dissents.) 
[February 18, 1941. Rehearing denied March 18, 1941.] 


PPEAL from order denying injunction in action to restrain 
A defendant from transporting property for hire without a 
certificate; affirmed. 
¥ 
APPEARANCES: H.J. Freebourn and after a hearing upon orders to show 
J. W. Brown, both of Helena, Geo. S. cause in three separate suits agains 
Smith, of Billings, and E. K. Matson, Gamble-Robinson Company, Kel 
of Helena, for appellants; Johnston, Company, and Ryan Grocery Cons 
Coleman & Jameson, of Billings, for pany which were combined by agret! 
respondents. ment of the parties. The actions at 
practically identical upon the pleat 
Jounson, C. J.: This is an appeal ings, and also upon the evidence ¢ 
from an order denying plaintiffs’ cept as hereinafter stated. 

prayers for temporary injunctions The suit was brought under Chap 
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10 of the Political Code of Montana 
(§§ 3847.1 to 3847.28, Rev. Codes), 
vhich was originally enacted as Chap. 
84 of the 1931 Session Laws, for the 
supervision and regulation of motor 
arriers by the state Board of Rail- 
oad Commissioners. 

Section 3847.1, subdivision (h), de- 
ines the term “motor carrier” as any 
erson or corporation “operating mo- 
or vehicles upon any public highway 
nthe state of Montana for the trans- 
ortation of persons and/or property 
for hire, on a commercial basis either 
bs a common carrier or under pri- 
ate contract, agreement, charter, or 
mdertaking” with certain exceptions 
ot material here. 

Section 3847.1, subdivision (i), 
provides : ““The words ‘for hire’ mean 
for remuneration of any kind, paid or 
romised, either directly or indirectly. 
An occasional accommodative trans- 
ortation service by a person not in 
he transportation business, shall not 
me construed as a service for hire, even 
hough the person transported shares 
n the cost or pays for the service.” 

Section 3847.2 makes it unlawful 
for any person or corporation “‘to op- 
frate any motor vehicle for the trans- 
ortation of persons and/or property 
for hire on any public highway,” road 
br street within the state except in ac- 
ordance with the act, and divides mo- 
or carriers into three classes, the last 


| ins bf which it defines as follows: ‘Class 


motor carriers shall embrace all mo- 
or carriers operating motor vehicles 
or distributing, delivering, or collect- 
ng wares, merchandise, or commodi- 
ies, or transporting persons, where 
he remuneration is fixed in and the 
transportation service furnished un- 
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der a contract, charter, agreement, or 
undertaking.” 

Section 3847.3 empowers the Board 
of Railroad Commissioners to super- 
vise and regulate all motor carriers in 
the state, and § 3847.10 provides that 
no Class C motor carrier “shall here- 
after operate for the distribution, de- 
livery, or collection of goods, wares, 
merchandise, or commodities, or for 
the transportation of persons on any 
public highway in this state, without 
first having obtained from the Board, 
under the provisions of this act, a cer- 
tificate that public convenience and 
necessity require such operation.” 

Section 3847.11 provides that upon 
application for such a certificate no- 
tice shall be given and all interested 
parties heard for or against the same, 
and that if ‘the Board shall find, from 
the evidence, that public convenience 
and necessity require the authorization 
of the service proposed, or any part 
thereof as the Board shall determine,” 
consideration being given the present 
transportation facilities, the apparent 
permanence of the proposed service, 
etc., it shall issue a certificate therefor. 
This section also provides that an ap- 
plication by a Class C carrier “may be 
disallowed without a public hearing 
thereon when it appears from the rec- 
ords of the Board that the route or 
territory sought to be served by the 
applicant has previously been made the 
basis of a public investigation and 
finding by the Board that public con- 
venience and necessity do not require 
such proposed motor carrier service 
unless it is made to affirmatively appear 
in the application by a recital of the 
facts that conditions obtaining over 
said route or in said territory and af- 
fecting transportation facilities therein 
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have materially changed since said 
public investigation and finding and 
that public convenience and necessity 
do now require such motor carrier op- 
eration.” 

In each action plaintiffs sought an 
injunction restraining the defendant 
from operating motor vehicles upon 
any public highway, road, or street in 
the state for the transportation of 
property for hire on a commercial ba- 
sis, either as a common carrier or un- 
der private contract, charter, agree- 
ment, or undertaking, without procur- 
ing from plaintiffs a certificate of pub- 
lic convenience and necessity. 

The complaints originally alleged 
that each defendant was “transport- 
ing property belonging to third per- 
sons for hire on a commercial basis, 
as a common carrier or under private 
contract,” etc., but at the trial each was 
amended to eliminate the reference to 
the property of third persons, and to 
allege that the defendant “is transport- 
ing property belonging to said [de- 
fendant] for hire,” etc. The answers 
placed in issue the contention that the 
defendants were motor carriers with- 
in the meaning of the act. 

The evidence shows that each of the 
three defendants is a wholesaler or 
jobber selling grocery and fruits in 
Billings and the territory tributary 
thereto, that the business is highly 
competitive and of a close margin, and 
that each maintains its own trucks 
for the delivery of its merchandise to 
customers at Billings and outlying 
cities and towns, some of them one 
hundred or more miles from Billings; 
that each defendant’s motor vehicle 
deliveries are purely incidental to its 
wholesale business and that none of 
them is engaged in the business of 
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hauling property for others or is coq 
peting for such business with tho 
engaged therein; that none of the ¢ 
fendants has procured or applied j 
the plaintiffs for a certificate of cq 
venience and necessity. 

During the months of March a 
April, 1939, the Billings branch , 
Gamble-Robinson Company had { 
lowed the system of adding a sm 
“Sales and Service” or “S. and § 
charge not constituting purely 
freight or transportation charge }y 
covering in part the expenses incide 
tal to out-of-town sales, including ge 
eral trucking, packing and night cre 
costs. About May 1st and beforea 
intimation of suit the practice was di 
continued by the Billings branch , 
Gamble-Robinson because it i 
proved unsatisfactory to both the d 
fendant and its customers; but it wa 
stipulated at the trial that the practit 
“is or may be continued by Gambi 
Robinson Company in or at all oth 
branch houses in the state of Ma 


The evidence shows that since t 
discontinuance of the special “S. a 


S.” charge the transportation serv 


and other expense formerly includ 
therein has been absorbed by the ge 
eral expense of doing business; th 
it is not possible to add delive 
charges to the bills because prices a 
affected by competition not only wi 
other firms at Billings but with fi 

at Red Lodge, Miles City, Roundy 
Bozeman, and Livingston, Montan 
and at Sheridan and Casper, Wyoq 
ing; that the prices do not vary wil 
the trucking expense nor with the di 
tance from Billings because the comp 
tition does not permit; that in som 
cases the prices at outside points 4 
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the same as or lower than the Billings 
prices; that it is impossible to add the 
freight charges to the specific ship- 
ments directly or indirectly, but that 
they must be absorbed as part of the 
general expense if the defendant is to 
remain in business. 

With regard to the defendant Keil 
Company, the evidence shows that pri- 
or to May 1, 1939, it made specific 
charges on invoices, such as “plus 20 
cents cwt $.33,” “plus 25 cents cwt 
dely chge $1.98,” but that about that 
time it eliminated such special charges ; 
that to compete with jobbers from 
other cities it is necessary to quote 
prices for goods delivered to the pur- 
chaser and that the truck expense is 
and must be covered by increasing the 
sales price margins to the extent per- 
mitted by competition. 

With reference to the Ryan Grocery 
Company, the evidence shows that pri- 
or to May 1, 1939, it made a delivery 
or handling charge which was based 
on tonnage but not on distance and 
was therefore the same for deliveries 
at Columbus as at Livingston, Hardin, 
or Pompey’s Pillar; that it was esti- 
mated to cover so far as possible the 
expense of out-of-town sales, includ- 
ing increased sales and night crew ex- 
penses and also trucking and handling 
charges; it appeared on some of the 
invoices as ‘“‘plus sales and service ex.” 
That system was never possible at all 
points because of competitive condi- 
tions, and had been abandoned prior 
to suit and all expenses included in 
general business expense. The prices 
do not directly reflect delivery costs 
and in some cases, due to competition 
from other points, are lower at out- 
side towns than at Billings. 

The deliveries of goods by each de- 
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fendant have in all cases been purely 
incidental to its wholesale business. It 
seems clear from the testimony that 
none of the defendants ever made a 
specific charge for delivering the goods 
sold by it, but that each made charges 
tending to cover in some measure all 
the various items of additional expense 
occasioned by out-of-town sales and 
delivery. In no case was it shown 
that the charge for goods delivered in 
other towns was the Billings price plus 
transportation cost, or that the charge 
covered the transportation cost. 

All of the defendants had discon- 
tinued making these special charges 
prior to suit and have expressed no in- 
tention of resuming them except as 
perhaps suggested by the stipulation 
of Gamble-Robinson Company men- 
tioned above. What difference this 
makes would seem doubtful since, as 
we have pointed out above, none of 
the charges was shown to be adequate 
to cover transportation costs, or 
amounted to a direct charge for that 
purpose, or excluded other features 
than transportation. The most that 
can be said is that the charge repre- 
sented some part of the transportation 
cost, and that the remainder of that 
cost was at all times absorbed in the 
general expense of doing business and 
was therefore paid indirectly by all of 
each defendant’s customers. The only 
effect of the change prior to suit was 
the elimination of the direct payment 
of any part of the transportation cost, 
so that its entire payment became in- 
direct. 

Since the statute defines “for hire”’ 
as remuneration paid “either directly 
or indirectly,” it can make little dif- 
ference whether all of the transporta- 
tion expense was paid directly, which 
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the evidence does not show has ever 
been done by any customer of a de- 
fendant here; or whether it was all 
paid indirectly by the customers as 
part of a defendant’s business ex- 
pense; or whether it was paid by a 
combination of the direct and indirect 
methods. Obviously the transporta- 
tion expense has to be paid somehow 
if the defendants are to stay in busi- 
ness, and the only normal source of 
payment is the money received from 
customers. 

Whether or not the cost of the 
transportation was paid directly, in- 
directly, or partly in one way and part- 
ly in the other, the question here is 
whether a businessman, a farmer, or 
anyone else comes within the statute 
who operates a motor vehicle for the 
delivery of his own merchandise or 
produce purely as an incident to his 
regular business and does not compete 
for the transportation of the persons 
and property of others, with those en- 
gaged in the transportation business. 

Thus the question is whether in en- 
acting the statute the legislature meant 
merely to supervise and regulate those 
engaged in the business of transport- 
ing persons and property for hire, or 
also to supervise and regulate all 
those engaged in other businesses and 
using motor vehicles purely for the in- 
cidental purpose of delivering their 
own goods in the course of such busi- 
nesses. The former would seem to 
be the clear intent, since the title of 
the act expressed an intention to su- 
pervise, regulate, and control “Motor 
Carriers Engaged in the Transporta- 
tion by Motor Vehicles of Persons 
and Property for Hire” etc. ‘To en- 
gage” is “to embark in a business.” 
Webster’s New International Dic- 
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tionary, Merriam Webster, 2d Eq. 
The defendants are engaged in whole. 
saling just as ranchers are engaged in 
ranching. They are not ordinarily un. 
derstood to be “engaged in” every ov. 
cupation or activity purely incidental 
to their business. One engaged in ¢. 
ther of those businesses and using mo. 
tor vehicles for purposes incident, 
thereto cannot properly be said to be 
engaged in the transportation of 
goods, and the title of the act cannot 
logically be said to have given notice 
to the public or legislature of an intent 
to regulate their use of the highways, 
The attempt to ignore the self-evident 
limits of the title and to construe the 
act as contended for by plaintiffs here 
is met squarely by the provision of 
§ 23 of Art. V of the state Constitv- 
tion that “If any subject shall be em- 
braced in any act which shall not be 
expressed in the title, such act shall be 
void as to so much thereof as 
shall not be so expressed.” The same 
result was declared in People v. Mont- 
gomery (1933) 92 Colo 201, 19 P 
(2d) 205, 206, where it was expressly 
attempted to include persons carrying 
their own property but the title of the 
act was limited to the use of motor 
vehicles “in the business of transport: 
ing persons or property” for hire. 

If there were any possibility that by 
“engaged in transportation’ the legis- 
lature meant “engaged in farming, 
wholesaling or other business or pro- 
fession and transporting property in 
connection therewith,” it is entirely 
dispelled by the provisions of the act 
itself. Several things in the act nega- 
tive such intention, such as the refer- 
ence to “business” and “service” in 
§§ 3847.1 and 3847.11, and especially 
the requirement of a certificate of pub- 
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lic convenience and necessity, the is- 
suance of which plaintiffs may in their 
discretion grant or refuse. It is con- 
ceivable that the legislature might wish 
to regulate this incidental use of the 
streets and highways by businessmen, 
workmen, and farmers, but it is not 
conceivable that it would attempt to do 
so by requiring them to obtain such 
I certificate of convenience and neces- 
sity from the plaintiffs under provi- 
sions like those of § 3847.11. Cer- 
tainly it would constitute bureaucracy 
run riot to permit an administrative 
board to put out of business a person 
using streets and highways as a neces- 
sary incident to his occupation, by de- 
ciding that the public convenience and 
necessity did not justify granting him 
such certificate. Without considering 
the constitutionality of such a meas- 
ure, it is incredible to us that the legis- 
lature could have intended such a re- 
sult, even if it were within the title of 
the act. We must conclude, therefore, 
that the title of the act expresses the 
exact meaning intended and that the 
legislative intent was merely to regu- 
late those engaged in the business of 
transporting persons and property for 
hire. 

Plaintiffs rely upon the statutory 
definitions in subdivision (i) of 
§ 3847.1 that “the words ‘for hire’ 
mean for remuneration of any kind, 
paid or promised, either directly or in- 
directly,” and in subdivision (h) of 
that section that “motor carrier” means 
every person or corporation operating 
| motor vehicles on the highways “for 
the transportation of persons and/or 
property for hire,” etc. The argu- 
ment is that the defendants do receive 
remuneration for the transportation 
“directly or indirectly,” and that they 
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come within the above definition of 
carrier, since they operate trucks to 
transport property, even though they 
are not engaged in the motor carrier 
business and carry their own property 
only as an incident to the business in 
which they are engaged. Even if 
such an intent were expressed by the 
title of the act, the contention could 
not be sustained. 

It is well settled that a person who 
transports merely himself or his own 
property is not a carrier, and that by 
defining a carrier as one operating mo- 
tor vehicles for the transportation of 
“persons and/or property” the legisla- 
ture must have meant “other persons 
and/or the property of others.” A 
person may be compensated directly or 
indirectly for transporting his own 
property, as the defendants have been 
in this instance. He may also be com- 
pensated directly or indirectly for 
transporting his own person, as is 
the doctor or the carpenter, plumber, 
or tinsmith who conveys himself by 
motor vehicle to perform work at the 
premises of others. Their charges 
must necessarily defray their transpor- 
tation expense, directly or indirectly. 
In such case they might strictly be 
claimed to be motor carriers within 
the terms of the act because they are 
operating motor vehicles for the trans- 
portation of their own persons; but no 
one would seriously make such con- 
tention, because it would not be rea- 
sonable. Certainly no one would criti- 
cize reading the word “other” into 
the definition in that connection, for 
no other meaning could have been in- 
tended, unless everyone who conveys 
himself to work by a motor vehicle is 
within the definition and must obtain a 
certificate of public convenience and 
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necessity from the Board of Railroad 
Commissioners. But it is no less in- 
evitable that the same concept be read 
into the other half of the expression 
“persons and/or property.” Certainly 
the doctor, carpenter, plumber, or tin- 
smith, who could not logically be con- 
sidered a carrier for transporting his 
own person, would not be brought 
within the definition because he carried 
his own instruments, tools, and equip- 
ment; nor can the farmer who carries 
his own produce to market, or the 
wholesaler, jobber, or retail grocer, 
who delivers his own merchandise in 
the regular conduct of his business. 
It would do violence to reason to con- 
strue a definition of motor carrier so 
as to include one’s own person or 
property. 

A leading decision so holding is 
Holmes v. Railroad Commission 


(1925) 197 Cal 627, PUR1926C 664, 


674, 242 Pac 486, 490, in which the 


court said: “One who transports mere-., 


ly his own freight over the highway 
is not a carrier, private, or otherwise. 
He may be a farmer or a manufacturer 
or a merchant or what not, but the 
business in which he is engaged is not 
the business of transportation. He is 
not a carrier unless he engages in the 
business of transportation of the per- 
sons or property of others for com- 
pensation. One, who transports mere- 
ly his own goods, is of necessity en- 
gaged in some business other than 
transportation, and the transportation 
of such goods is no more than an in- 
cident to such business. So, also, one, 
who transports the goods of another 
as a servant or agent of such other, is 
not engaged in the business of trans- 
portation, but in so doing is engaged 
in the business of his master or prin- 
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cipal, whatever that business may be. 
But one, who engages as an inde. 
pendent calling in the transportation 
of goods for another or for others 
under contract and for compensation, 
is engaged in the business of transpor- 
tation and is a carrier.” 

Other cases to the same general ef- 
fect are People v. Montgomery, su- 
pra; Murphy v. Standard Oil Co. 49 
SD 197, PUR1926C 539, 207 NW 
92; Sioux Falls v. Collins (1920) 43 
SD 311, 178 NW 950, and Rountree 
v. State Corp. Commission (1936) 40 
NM 152, 16 PUR(NS) 318, 56 P 
(2d) 1121; and while it may be said 
that the statutes of those states are not 
identical with ours, this court more 
than merely suggested a like construc- 
tion of our own statute in Christie 
Transfer & Storage Co. v. Hatch 
(1934) 95 Mont 601, 3 PUR(NS) 
487, 489, 28 P(2d) 470, 472, when 
it said: “Defendants and interveners 
are not motor carriers engaged in the 
business for hire, within the meaning 
of Chap. 184.” 

Appellants rely principally upon 
Pure Oil Co. v. Cornish, 174 Okla 


615, 52 P(2d) 832, 834, which | 


seemed to hold that one was a car- 
rier who transported his own property. 
However, a reference to the statute in 
question shows that it specifically de- 
fined a Class C carrier to include “all 
carriers which are operated by owners 
for the transportation of their own 
property,” etc., which our act does not 
attempt to do. The Oklahoma deci- 
sion is therefore not in point. 

It necessarily follows from what 
has been said that the defendants are 
not within the statute and cannot be 
denied the use of Montana streets and 
highways as an incident to the con- 
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duct of their lawful business, nor be 
required to apply to plaintiffs for a 
certificate of public convenience and 
necessity 2S a prerequisite to such use. 
The learned trial judge committed no 
error in denying the injunctions 
sought in these three consolidated ac- 
tions, and his order is affirmed. 


Erickson, Anderson, and Morris, 
JJ., concur. 


ANGSTMAN, J., dissenting: I dis- 
sent. I think the statute reaches op- 
erations here involved. As thus con- 
strued, the statute would not operate 
to put any person out of business, 
as suggested by my associates. If 
the Board of Railroad Commission- 
ers would not issue a certificate of 
public convenience and necessity to 
those operating as the defendants do, 
then, instead of going out of busi- 
ness, they would simply be obliged to 
make use of the available carriers al- 
ready in the field and holding a cer- 
itificate. The suggestion that farmers, 
ranchers, and others would be re- 
quired to obtain a certificate is un- 
tenable since they merely make occa- 
sional trips which are exempted by the 
act, subdivision (h), § 3847.1, Rev. 
Codes. I see nothing in the sugges- 
tion that the title of the act is mis- 
leading. 

In disagreeing with my associates I 


am accepting as law the majority opin- 
ion in the case of Barney v. Railroad 
Comrs. (1932) 93 Mont 115, PUR 
1933D 91, 17 P(2d) 82. By that 
opinion the law respecting the use of 
the highways for gain was upheld as 
reasonably calculated to guard against 
the abusive use of the roads and to pro- 
mote the safety of the public. As the 
law is now construed by my associates, 
it is unjustly discriminatory as I point- 
ed out in my dissenting opinion in the 
Barney Case, supra. Ownership of 
the property carried for gain cannot 
be made the basis of different treat- 
ment of different carriers. Weaver v. 
Public Service Commission, 40 Wyo 
462, PUR1929D 625, 278 Pac 542, 
548. As now construed, a person may 
engage in the regular business of car- 
rying his own property for remunera- 
tion without being obliged to pay the 
fees which are exacted from one car- 
rying the same property in the same 
manner and over the same highways 
when it belongs to another. The dam- 
age to the highways and the danger to 
the public are as great in the one case 
as in the other. To free the act from 
being unjustly discriminatory it must 
be construed as requiring a license and 
the payment of the fees for carrying 
property belonging to the carrier as 
well as when it belongs to another, 
when done for remuneration as here. 
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NEW YORK SUPREME COURT, SPECIAL TERM, 
ALBANY COUNTY 


Long Island Lighting Company 


Milo R. Maltbie e¢ al 


(176 Misc 1, 26 NY Supp(2d) 452.) 


Courts, § 6 — Jurisdiction — Interference with Commission — Investigations. 
1. The court will not inquire into the question whether an investigation 
should be made by the Commission, or its necessity, which are matters with- 
in the discretion of the Commission, p. 228. 


Valuation, § 10 — Powers of Commission — Book records. 
2. The power of the Commission to investigate the accounts and other af. 
fairs of a public utility subject to its jurisdiction includes authority to in- 
quire into the value of property owned by the corporation, and the Con- 
mission may not be precluded, in the scope of its proof at least, by what 
is shown on the books of the utility as the value of property, or by what 
is shown in other records, corporate or private, as to value, p. 228. 


Courts, § 6 — Investigation by Commission — Power to determine method and 
scope. 
3. The Commission, and not the court, is the judge of the direction to be 
pursued in investigating the affairs of a public utility company, so long 
as the inquiry remains within the frame of powers delegated by the legisla- 
ture, p. 228. 
Evidence, § 16 — Powers of Commission — Investigations — Value of stock — 
Depreciation method. 
4. The Commission, in investigating the value of stock of a public utility 
company held by another public utility company, has power to receive evi- 
dence relating to the value of the stock based on facts relating to the isst- 
ing company and is not confined to records of the stockholder, and it may 
receive evidence as to straight-line depreciation although the issuing com- 
pany uses the retirement reserve method of accounting under rules promu- 
gated by the Commission, p. 228. 


Judgment, § 1 — Declaratory judgment — Rulings on direction of inquiry. 


5. A corporation subject to the power of inquiry vested in the Commission 
cannot sue the Commission to obtain a declaratory judgment containing de 
tailed rulings upon the direction that the inquiry shall take within the ger- 
eral jurisdiction of the administrative body; if errors are committed 
respect of a subject within the Commission’s jurisdiction, they are to bk 
corrected upon a review of the result, p. 230. 


[February 25, 1941.] 
CTION by public utility company against the Commission and 
l \ its members for declaratory judgment as to rights involved 
in pending investigation by Commission; complaint dismissed. 
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LONG ISLAND LIGHTING CO. v. MALTBIE 


APPEARANCES: Charles G. Blakes- 
lee, of Mineola (Edward J. Crum- 
mey, of New York city, and John J. 
Donohue, of Albany, of counsel), for 
plaintiff ; Gay H. Brown, Counsel to 
Public Service Commission, of AI- 
B bany (Laurence J. Olmsted, of Syra- 
cuse, and Sherman C. Ward, of Al- 
bany, of counsel), for defendants. 


BercAN, J.: Plaintiff Long Island 
Lighting Company is a “gas corpora- 
tion” and an “electric corporation” 
as those terms are defined by Public 
Service Law, § 2. Defendants are 
the Public Service Commission and 
the members constituting the Com- 
mission. Plaintiff is the owner of 
48,868 shares of the Kings County 
Lighting Company which it acquired 
for $5,141,704.11 by the permission 
of the Public Service Commission. 
The Kings County Lighting Compa- 
ny also is a “gas corporation.” Both 
it and the plaintiff, therefore, are cor- 
porations subject to the jurisdiction 
of the Public Service Commission. 

The Commission, upon its own mo- 
tion, has been investigating the plain- 
tiffs method of accounting by a pro- 
ceeding instituted in 1937 which is 
still pending. In the course of this in- 
quiry the Commission has introduced 
evidence into the record showing the 
result of an examination prepared by 
it of the records of the Kings Com- 
pany. The resulting computations 
show depreciation of that company’s 
property in accordance with the 
“straight-line” method of computa- 
tion. Plaintiff objected to this proof. 
The purpose of this evidence is to 
make a finding of the value of the 
stock of the Kings Company owned 
by the plaintiff, upon the basis of the 
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“straight-line” method of deprecia- 
tion indicated by computations in the 
Commission’s exhibit in the proceed- 
ing. 

The Kings Company itself does not 
use the “straight-line” method of ac- 
counting for depreciation, but, in ac- 
cordance with the accounting rules 
promulgated by the Commission, uses 
the “retirement reserve” method of 
accounting for retirement and re- 
placement of its property. The meth- 
od being used in the proceeding be- 
fore the Commission for determining 
the book value of the stock of the 
Kings Company owned by the plain- 
tiff, therefore, is quite different from 
the basis of the book value of the 
stock as shown in the books of the 
Kings Company itself. 

Instead of using the book value 
shown by the method of accounting 
used by the Kings Company with the 
approval of the Commission, as jus- 
tification for the value of the stock 
held by plaintiff and thus reflected in 
its books, the plaintiff, to meet this 
proof in entirely different scope and 
character of “straight-line” deprecia- 
tion now introduced by the Commis- 
sion, must spend $100,000. It must 
also pay the Commission’s expense in 
the inquiry into the value of the prop- 
erty of the Kings Company, of which 
it is merely a stockholder, as well as 
the expense of the Commission’s in- 
quiry into its own property and meth- 
ods of accounting generally. Public 
Service Law, § 18-a. 

The action is for a declaratory 
judgment. The facts I have stated 
constitute the substance of the com- 
plaint. The defendants move to dis- 
miss the complaint upon the ground 
the facts do not state a cause war- 
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ranting a judgment declaring the 
rights of the parties. For the pur- 
pose of this motion the facts pleaded 
are deemed to be conceded by the de- 
fendants. 

[1-4] The plaintiff’s position in 
this action is that the Commission has 
no jurisdiction in a proceeding into 
plaintiff's accounts and records to con- 
duct a collateral inquiry into the value 
of the property of the Kings Company 
at the plaintiff’s expense for the pur- 
pose of determining the value of the 
plaintiff’s stock in that company. It 
is further contended by plaintiff that 
the Commission has no power to pro- 
ceed to evaluate a depreciation of the 
King Company’s property upon a dif- 
ferent basis from that allowed by the 
Commission to be followed by the 
Kings Company itself. It is argued 
that the exhibit that has been offered 
indicates the course that the inquiry 
is taking into “straight-line” depre- 
ciation of the Kings Company’s prop- 
erty and the result that will be reached 
by the Commission. Such a method of 
evaluating depreciation, for the pur- 
pose of fixing rates at least, has been 
judicially disapproved. 

Plaintiff further contends that this 
method of evaluating depreciation, 
departing as it does from the method 
followed by the Kings Company, will 
require the plaintiff to spend the sub- 
stantial sum named in the complaint 
to meet that proof so that plaintiff 
may be properly protected upon the 
facts as well as the law in a direct 
review by certiorari after the Com- 
mission has made its determination. 

The plaintiff, so it further argues, 
is faced with the alternative of either 
spending this large sum to defend its 
position on the facts of the deprecia- 


38 PUR(NS) 


tion of the company in which it owns 
stock in order to review the legal 
question of the propriety of the pro. 
cedure followed by the Commission, 
or if it does not controvert the facts 
and reviews only the propriety of the 
procedure upon certiorari, to take the 
risk of being held in error upon its 
legal contention and at the same time 
be before the court with an inadequate 
record. In either case the expense of 
the collateral inquiry into the Kings 
Company property is being borne by 
plaintiff. Therefore, plaintiff con. 
tends that it presents the kind of con- 
troversy and disputed jural relation 
between it and the defendants to 


which the action for a declaratory 
judgment is useful and proper. Jame 
v. Alderton Dock Yards (1931) 256 
NY 298, 305, 176 NE 401. 


Plaintiff asks that the judgment to 
be given declare: (a) that the method 


being followed by the Commission to 
determine the value of the stock of the 
Kings Company is illegal, arbitrary, 
unduly burdensome, and void; (bj 
that the Commission has no power ti 
require plaintiff to make entries on tt 
books of the value of the stock othe 
than the amount paid for it, and thi 
an order directing the entry of any 
other amount is void; (c) that th 
Commission has no power in the pro 
ceeding to examine into the property 
of the Kings Company, to introduc 
evidence or to make a finding in rt 
spect thereof or in respect of the va 
ue of the stock held by plaintiff ups 


the basis of such an inquiry; (d) thiiiui 1 


the cost of the proceeding to plainti 
in relation to such examination ttt 
ders the inquiry into the property 0 
the Kings Company confiscatory a! 
arbitrary and hence void; (e) that ti 
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Commission has no power to assess 
against plaintiff the expense of this 
part of the inquiry. 

The expense to the Commission of 
conducting this investigation is, by 
statute, a charge upon the utility. 
Public Service Law, § 18-a. It must 
be reasonably attributable to an inves- 
tigation coming within the statutory 
uties of the Commission. The util- 
ity has the right to be heard by the 
ommission on the reasonableness of 
the charge, and such a determination 
is, of course, reviewable. The statute 
is constitutional and the court will not 


ecessity, which are matters within 
he discretion of the Commission. 


(1935) 268 NY 278, 10 PUR(NS) 
1, 197 NE 281. 


The Commission, as the complaint 


itself pleads, has jurisdiction over 
plaintiff. It is vested with inquisi- 
ional powers of broad calibre in re- 
spect of gas and electric corporations. 
ublic Service Law, § 66, subds. 4, 
Pand 11. It may prescribe the meth- 
bds and forms of accounting. It may 
xamine the accounts, books, con- 
racts, records, documents, and papers 
bf such a corporation. It may con- 
luct an inquiry into “any matter 
vithin its jurisdiction” under Art. 4, 
S 64 et seq., of the Public Service 
aw, which relates generally to gas 
nd electric corporations. This is 
ne general frame of its powers of in- 
Guiry as distinguished from its power 
0 regulate. 

This power includes, surely, the 
uthority to inquire into the value of 
toperty owned by a corporation 
thin the jurisdiction of the Com- 
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mission. The Commission, thus 
broadly vested with the right to ex- 
amine the affairs of a utility, may not 
be precluded, in the scope of its proof 
at least, by what is shown on the 
books of the utility as value of prop- 
erty, or by what is shown in other rec- 
ords, corporate or private, as to value. 
Tangible property thus valued upon 
the utility’s books would be a proper 
subject for an independent inquiry by 
the Commission. The fact such prop- 
erty might otherwise be evaluated by 
contract, or by its owner if it were 
leased to the utility, or by public rec- 
ord, or even by the Commission’s own 
prior findings, would not preclude in- 
quiry and proof of facts indicating a 
different evaluation. 

The Commission is not precluded 
in the scope of its inquisition by the 
mere form of a book value of corpo- 
rate stock. It may receive evidence of 
a different value along any line of in- 
quiry it deems germane to the exercise 
of its function. The Commission, 
and not the court, is the judge of the 
direction to be pursued, so long as the 
inquiry remains within the frame of 
powers delegated by the legislature. 
By whatever form of procedure this 
question is presented for judicial so- 
lution, therefore, whether it be in the 
form of this action for a declaratory 
judgment, or for relief presently in 
pursuance of Civil Practice Act, 
§ 1296, subdivision 2, or after a de- 
termination has been made, under sub- 
divisions 3 or 5 of that section, the an- 
swer to be given would be the same; 
that the Commission has the power to 
receive evidence in the scope com- 
plained of. 

If the exercise of the power casts 
an unduly heavy burden of refuta- 
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tation, or of expense, relief must be 
sought from the legislature. 

[5] No attempt, of course, can be 
made here to deal with the correctness 
of a determination in the proceeding 
before the Commission, not yet made, 
and existing only in the apprehensive 
forecast of the plaintiff. Adequate re- 
lief and correction are available to 
plaintiff for the injury of an errone- 
ous result. 

In the procedural aspect of the mo- 
tion, the facts pleaded do not show a 
good case for a declaratory judgment. 
A corporation subject to the power of 
inquiry vested in an administrative 
body exercising, as this Commission 
does, legislative and quasi judicial 
functions, cannot sue the body to ob- 
tain detailed judicial rulings upon the 
direction that the inquiry takes within 
the general jurisdiction of the admin- 
istrative body. 


If errors are committed in respect 
of a subject within the Commission’s 
jurisdiction, they are to be corrected, 
like the errors of the law court, upon 


a review of the result. Then the error 
can be fully assayed in the light of its 
influence upon the decision or order. 
This will usually be no more burden- 
some to the utility than to the ordi- 
nary litigant and the principle is equal- 
ly applicable. 

The alternative would invite an in- 
dependent and converging lawsuit to 
adjudicate every debatable step of an 
inquiry or a trial. Only where the 
naked jurisdiction is challenged, and 
not the direction of its exercise, will 
the court interfere to end before its 
conclusion a proceeding conducted 
without or in excess of authority. 
Civil Practice Act, § 1296, subd. 2. 
The facts here pleaded do not show 
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confiscation of property under the ex. 
traordinary conditions which might 
require direct equitable intervention 
for relief against a rate determination, 
Consolidated Water Co. of Utica y, 
Maltbie (1938) 167 Misc 269, 2 
PUR(NS) 241, 3 NY Supp (21) 
799. That remedy, when it exists, js 
against the enforcement of an order 
and is not extended to a pending pro. 
ceeding, the direction of which lead 
to expense in maintaining the inquiry 
or in refutation of proof. 

Since a suit in law or equity is ine 
appropriate in any stage to review th 
questions here raised, nothing is added 
by the precipitation of remedy whic 
is the main function of the declaratory 
judgment. In New York v. Maltbi 
(1937) 274 NY 90, 21 PUR(NS 
446, 8 NE(2d) 289, the form of a 
tion for a declaratory judgment wa 
sanctioned. (274 NY at p. 100 
But the sole question there was th 
jurisdiction of the Commission ove 
the subject matter in an action at th 
instance of a plaintiff (the city 
New York) over which the Commi 
sion has no power of inquisition 
regulation. In the appellate divisic 
(248 App Div 39, 17 PUR(NS) 21l 
289 NY Supp 562) it was indicate 
that the complaint, which was ds 
missed by the special term upon ti 
merits, could have been dismissed be 
cause of its form alone (248 App Di 
at p. 41). The opinion at special tett 
(159 Mise 276, 14 PUR(NS) 33 
287 NY Supp 868) considered oti 
the merits of the controversy and mil 
the form of remedy. 

It was pointed out in Kovarsky' 
Brooklyn Union Gas Co. (1938) 2! 
NY 304, 313, 314, 26 PUR(NS 
353, 18 NE(2d) 287, upon the a 
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thority of New York v. Maltbie 
and other cases, that the court may 
entertain jurisdiction of an action 
similar in form to this, but the de- 
ermination quite largely depends up- 
on the inadequacy of the legal remedy 
available. There it was found the 
onsumer’s remedies against a pur- 
‘ported illegal service charge were in- 
‘Bdequate and the form of action 
adopted, for an injunction and ac- 
ounting as well as a declaratory judg- 
ment, was available. 

The situation there presented was 
eld to be distinguishable (279 NY at 
p. 312, 26 PUR(NS) at p. 356) 
from that which existed in New 
fork State Electric & Gas Corp. v. 
Maltbie (1935) 266 NY 521, 195 NE 
82, in which there was an order in a 
proceeding before the Commission to 
which the company was a party, “and 
t could have reviewed the order by 
ertiorari, the usual practice instead of 
nstituting a new action. In the pres- 


ent action the plaintiff was not a party 
to the order fixing the rate, and thus 
he has not abandoned one method of 
review by seeking another.” Upon the 
same principle, and for the same rea- 
son, I think the facts presented by 
this complaint are distinguishable 
from the facts considered in the Ko- 
varsky Case, supra. 

Nor are facts presented, as in Post 
v. Metropolitan Casualty Ins. Co. of 
New York (1929) 227 App Div 156, 
237 NY Supp 64, which would ren- 
der a declaration useful or proper. 
On the contrary, a declaratory judg- 
ment in this stage of the proceeding 
would be fruitful in the production of 
litigation in every state of an inquiry 
by the Commission which would tend 
to distort the pattern of public utility 
regulation in the state, and the orderly 
judicial review of public service de- 
terminations. 

Complaint dismissed, without costs. 

Submit order. 





OKLAHOMA SUPREME COURT 


Norman Barker 


Reford oud et al. 


[No. 29838.] 
(— Okla —, 111 P(2d) 507.) 


Keparation, § 9 — Powers of court — Interference with Commission — Im- 


pounded funds. 


Where a proceeding has been started before the State Corporation Com- 
mission of Oklahoma to investigate and adjust the rates charged by a tele- 
phone company subject to its control, and in the course of the proceeding 
a sum of money is impounded to be refunded to the patrons of the tele- 
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phone company, the powers conferred upon the Commission by the Const. 
tution and statutes of Oklahoma in respect to the impounding and disburs. 
ment of this fund are judicial in nature, and the district courts of this stat 
do not have the power or authority to direct the Commission in the dis. 


tribution of such fund. 


[March 18, 1941.] 


Headnote by the Court. 


PPEAL from judgment of district court dismissing action 
L \ against Commission to obtain allowance of attorney's fees 
from funds impounded during rate litigation; judgment affirmed. 


APPEARANCES: Chas. West, of 
Oklahoma City, for plaintiff in er- 
ror; L. V. Reed, S. J. Gordon, and 
Sid White, all of Oklahoma City, 
Mac Q. Williamson, Attorney Gen- 
eral, and Randell S. Cobb, Assistant 
Attorney General, for defendants in 
error. 


Baytess, J.: This action originated 
in the district court of Oklahoma 
county, wherein Norman Barker filed 
his petition against Reford Bond, A. 
S. J. Shaw, and Ray O. Weems, “as 
the Corporation Commission of the 
state of Oklahoma,” and A. F. 
Sweeney, seeking the allowance of an 
attorney’s fee from funds in the con- 
trol of the defendant members of the 
Corporation Commission for services 
rendered defendant Sweeney in rela- 
tion to said fund. His action was 
dismissed, and this appeal followed. 

In the petition plaintiff outlined in 
detail services he rendered as an at- 
torney for defendant Sweeney in fil- 
ing and successfully prosecuting a 
proceedings before the state Corpora- 
tion Commission, and on appeal, for 
a reduction in telephone rates in the 
city of Tulsa. He alleged that a large 
sum of money was saved to the tele- 
phone users of Tulsa and that equita- 
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ble principles dictated that he, as th 
attorney whose services aided in thi 
result, should be adequately comper. 
sated. He alleged that while the sun 
saved in the aggregate was large, i 
was owing to many persons, usuallj 
in such small sums as to render it im 
practicable to seek compensation from 
each or'several of such persons. Hi 
alleged further that a large part of th 
sum had been distributed by the Cor 
poration Commission without regar 
to his rights and that only abowj 
$50,000 remained in its hands wu 
claimed, and he asked that the district 
court in the exercise of its powers oj 
equity fix a reasonable attorney’s fei 
for the services rendered and ore 
the defendant Corporation Commis 
sion members to pay it from the funi 
in their control as such commissiot 
ers. His only allegations for relit 
in so far as Sweeney is concerned i 
that Sweeney has procured the ser’ 
ices of another lawyer, thereby it 
plying that their interests no longt! 
wholly coincide. 

The defendant Corporation Cott 
missioners filed a substitute dem 
rer reading: 

“That this court has no jurisdit 
tion of the defendant the Corporatict 
Commission of the state of Oki 
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homa, the suit being, in effect an ac- 
tion against the state. 

“That this court has no jurisdiction 
of the subject matter of this action. 

“That there is a defect of parties 
defendant in that the petition shows 
on its face that the funds alleged to 
be now held by the Corporation Com- 
mission is the property of persons not 
made parties defendant and who are 
necessary parties to the action. 

“That the petition does not show 
facts sufficient to constitute a cause 
of action in favor of plaintiff and 
against Reford Bond, A. S. J. Shaw, 
and Ray O. Weems as the Corpora- 
tion Commission of the state of Okla- 
homa.” 

This demurrer was sustained by a 
general order to which plaintiff ex- 
cepted and requested time in which 
to amend. 


Thereafter plaintiff filed ‘“Applica- 
tion of Plaintiff to Amend,” reading: 


“ 


: by inserting these words 
at the end of the allegation before 
the prayer : 

“Plaintiff did not delay in making 
this application, though a cursory ex- 
amination might leave that impres- 
sion. Plaintiff has at all times acted 
in good faith in this matter and pur- 
sued what course appeared to him to 
be reasonable and prompt. 

“That he could not apply to the Com- 
mission for relief while the case was 
pending before said Commission be- 
cause said Commission had no equita- 
ble jurisdiction to a charge on the 
fund for plaintiff’s benefit. That he 
did not and could not apply to the 
Supreme Court for such relief before 
the case went to the Supreme Court 
of the United States, because the de- 
ision was immediately superseded by 
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the telephone company. He did act 
promptly to ask relief of the Supreme 
Court, immediately after the case 
reached the Supreme Court on re- 
mand from the Supreme Court of the 
United States, and because the Su- 
preme Court wished to remand the 
case to the Commission his applica- 
tion had to be heard before a referee 
before the plaintiff could search 
through the records and find all the 
supporting facts. It was this haste in 
preparation before the referee which 
caused him to fail to find the vital 
words in the order and opinion of the 
Supreme Court upon which reliance 
is placed here to show that plaintiff 
was the moving cause in obtaining for 
the beneficiaries the refunds made in 
the telephone case. Plaintiff was 
forced to place upon the witness stand 
before the referee an employee of the 
Commission who testified that plain- 
tiff was not such moving cause. This 


- testimony was doubtless given by mis- 


take of the witness but compelled the 
plaintiff to dismiss his case before the 
Supreme Court without prejudice be- 
cause he morally knew that the wit- 
ness was wrong but at that time did 
not know how to prove the witness’s 
mistake. For this reason the Su- 
preme Court was prevented from giv- 
ing the plaintiff relief and after plain- 
tiff’s said dismissal the case was at 
once remanded to the Commission. 
“Plaintiff then painstakingly went 
over all the record of the case and at- 
tempted to go through all the extrane- 
ous evidence and discovered the proof 
that the Commission had consolidated 
his case with that of the Commis- 
sion, though without making an order 
to that effect at that time, and dis- 
covered the vital language in the opin- 
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ion and the order of the Supreme 
Court, one quoted and referred to in 
this petition, the other cited in the 
argument on the demurrer. Plaintiff 
thus discovered that he was right as he 
supposed in believing that he was the 
moving cause of said refund. Plain- 
tiff could not at that time resort to the 
Supreme Court, because it had re- 
manded the case and would not take it 
on application direct to it, but was 
forced to apply to this court as one 
of equity.” 

The defendants Corporation Com- 
missioners evidently treated this as 
being an amendment or that the ap- 
plication to amend had been granted 
for they filed “Motion to Strike, 
Amendment and Dismiss Petition.” 
This motion was sustained, and the 
action was dismissed. 


We do not pass upon the issue 


raised by defendants on the authority 
of Wagner v. Thorpe (1931) 151 
Okla 142, 2 P(2d) 1027, for this 
necessitates a determination whether 
the amendment made the petition 
good, which in turn necessitates de- 
termining wherein the petition was 


defective. When we have determined 
wherein it was defective, we find it is 
incapable of being remedied and no 
occasion then exists for weighing the 
amendment. 

The history of this matter may be 
found in Southwestern Bell Teleph. 
Co. v. State (1937) 181 Okla 246, 
247, 19 PUR(NS) 391, 71 P(2d) 
747; Id. (1938) 303 US 206, 82 L ed 
751, 23 PUR(NS) 289, 58 S Ct 528. 
The powers of the Corporation Com- 
mission and the things it can do in 
these matters are outlined in the Con- 
stitution and statutes of this state. 

In State ex rel. Crawford v. Corpo- 


38 PUR(NS) 


ration Commission (1938) 184 Okk 
127, 85 P(2d) 288, 290, we said: 
mi The fund in the instant case 
represents the charges made and cdl. 
lected by the telephone company in 
excess of the rate fixed by order of 


the Commission, and its determin. & 


tion is governed by said § 3626, 1/ 
Okla. Stat. Ann. § 121. Section 3627 
OS 1931, 17 Okla. Stat. Ann. § 122 
authorizes the Commission to render 
judgment against the company for th: 
amount of the overcharge, the charge 
in excess of the legal rates. The pow. 
ers conferred by these sections ar 
clearly judicial in nature, and the dis 
bursement of the fund is controlled by 
the Commission as a judicial bod, 
and as incident to its power to e- 
force its judgments.” This was said 
with respect to the proceedings for 
rate reduction and the fund create 
thereby involved here. 

We think it is decisive of the is 
sue that the district court lacked ju- 


risdiction of the subject matter raise Ii 


by the demurrer. The matter of the 
proceedings by which the funds came 
into existence is exclusively within tle 
original jurisdiction of the Corpor 
tion Commission under our Constitt- 
tion and applicable statutes and the 
power to determine the amount of tht 
fund, the persons entitled thereto ani 
the amount to be paid to those entitled 
to the fund is clearly a part of the at- 
ministration of the judicial power 
thus conferred, State ex rel. Crawford 
v. Corporation Commission, supra. 
We hold that the district courts art 
without power in law or equity to ¢: 
rect the allowance of fees to attor 
neys out of these funds. The judicid 
power vested in the Corporation Con 
mission, in these matters, with th 
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ight of appeal, affords a forum and a__ to being amended so to do. Therefore 
omplete remedy to anyone interested. no error was committed when the de- 
Jo occasion can arise in one of these murrer was sustained, nor when the 
amendment to the petition was strick- 

ourt in respect to the allocation and en and the cause dismissed. 
lisbursement of such a fund. Judgment affirmed. 

s The petition did not state a cause 

pf action on account of this funda- Welch, C.J., Corn, VCJ, and Hurst 
ental defect, and it was not subject and Arnold, JJ, concur. 
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Re Atlantic City Sewerage Company 


ates, § 186 — Reasonableness — Burden of proof. 


1. A public utility seeking authority to increase rates has the burden of 
proving the reasonableness of the proposed rates, p. 237. 


‘aluation, § 79 — Ascertainment of reproduction cost — Average prices. 
2. Prices used in estimating reproduction cost new should not be confined 
to any particular date but may represent averages maintained through the 
reasonable time required for actual reconstruction of the property, p. 242. 


‘aluation, § 70 — Ascertainment of original cost — Book cost. 


3. The net appraised value of a sewerage company recorded on the books 
years ago without the establishment of a depreciation reserve may be con- 
sidered a reasonable estimate of original cost less depreciation as of that 
time, p. 244. 


Valuation, § 108 — Depreciation reserve — Stockholders’ sacrifice. 

4. The amount of an accumulated depreciation reserve must be deducted, 
in order to determine the net investment in a sewerage company’s prop- 
erty, where the funds acquired by means of a depreciation reserve are in- 
vested in the property and do not represent a sacrifice by the stockholders, 
p. 245. 

Valuation, § 340 — Going value — Past deficits. 

5. Past deficits during a development period must not be capitalized in de- 
termining going value, p. 246. 

Valuation, § 351 — Going value — Solicitation of business — Training personnel. 
6. Expenses incurred in attracting business or training personnel are not 
acceptable evidence of going value in rate cases, since they are operating 
expenses, p. 246. 

‘aluation, § 331 — Going value — Separate allowance — Absence of evidence. 
7. Going value should be excluded as an item of property to be separately 
appraised in determining the fair value of utility property for rate-making 
purposes where there is no satisfactory evidence of the amount of going 
value, p. 246. 
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Valuation, § 333 — Going value — Assembled plant. 
8. Although the Board would make no separate allowance for going value 
because of the lack of evidence thereof, it recognized that there is an ele. 
ment of value in an assembled, established, and successfully operated plant, 
which is not present in property not so advanced, p. 246. 


Valuation, § 293 — Working capital — Payment in advance. 


9. No allowance for working capital may be included in the rate base of § 


a sewerage company where it is the company’s practice to bill and collect in 
advance for sewerage service, p. 248. 

Return, § 26 — Reasonableness — Relation to bond interest — Sewerage company, 
10. A return of approximately three times bond interest was held to be 
unreasonable for a sewerage company, p. 248. 


Return, § 107 — Reasonableness — Sewerage company. 
11. A sewerage company was authorized to charge rates yielding a 6 per 
cent annual return on its rate base, p. 249. 


Expenses, § 92 — Rate case expenses — Amortization. 


12. An annual allowance should be made in a sewerage company’s operat- 
ing expenses for the amortization of its rate case expenses, such being 
amortized over a period of ten years, p. 252. 


Expenses, § 114 — Income taxes — Future contingencies. 


13. A possible future increase in Federal income tax because of refunding 
of bonds at some indefinite time in the future is not a proper item to be 
included in revenue deductions in fixing rates for service for the present 
and reasonable future, p. 252. 


Depreciation, § 70 — Annual allowance — Sewerage company. 
14. A composite annual depreciation rate of 1.25 per cent was held to be 
adequate fur a sewerage company, p. 253. 


[April 9, 1941.] 


oe into reasonableness of proposed rates for 
sewerage sevice; proposed charges disapproved. 


¥ 


APPEARANCES: Frank H. Som- By the Boarp: This proceeding 
mer, Counsel, and John A. Bernhard, resulted from a petition filed by the 
Assistant Counsel, for the Board; Atlantic City Sewerage Company, 
Thomas D. Taggart, Jr., Mayor, and dated June 7, 1940, which asked that 
Samuel Backer, Counsel, for City the Board approve a general increase 
of Atlantic City; Atlantic City Real in charges for service in the mannet 
Estate Board and Atlantic City Hotel- and form set forth in a revised sched- 
men’s Association; Samuel Backer, ule attached to the petition. The peti- 
Counsel, for Atlantic City Chamber tioner proposed that these increases 
of Commerce; Joseph F. Autenrieth, should become effective on July 15, 
Counsel, Thompson and Lloyd by 1940. 

John Lloyd, Jr., Counsel, for the At- The proposed schedule provided it- 
lantic City Sewerage Company. creases in the flat charges for each of 
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the forty-one classes of service estab- 
lished by the schedule then effective 
and provided flat charges for two new 
service Classifications (air condition- 
ing and refrigeration). It is estimat- 
ed that for 1941 the schedule of 
charges proposed by the respondent 
would increase operating revenue, 
after adjustments and refunds, by 
$120,817, from $441,438 to $562,255. 
This is an increase of 27.4 per cent in 
operating revenue. 

Among the reasons alleged by the 
company as justifying the petition for 
increased rates is the increase both in 
investment and operating cost result- 
ing from installation of a chlorination 
plant pursuant to an order of the state 
department of health dated April 11, 
1939. Reference is also made to in- 
creased taxes and the failure of pres- 
ent revenue to produce a fair return 
on the value of petitioner’s property 
devoted to the public use. 

[1] The burden is upon the peti- 
| tioner to prove the reasonableness of 
this proposed general increase in 
charges for service. 


I. History of Company and Descrip- 
tion of Property 


A review of the history of the com- 
pany and a brief description of its 
business and property are necessary to 
an understanding of the issues pre- 
sented in this proceeding. 

Sewerage service in Atlantic City 
was first provided by the Improved 
Sewerage and Sewage Utilization 
Company under franchise granted No- 
vember 12, 1884. The present Atlan- 
tic City Sewerage Company was in- 
corporated December 28, 1888, and in 
1889 took over the property of the 
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Improved Sewerage and Sewage Util- 
ization Company. 

On December 30, 1905, the city 
council of Atlantic City adopted an or- 
dinance fixing a schedule of rates for 
the company. The rates so fixed were 
a slight increase over those previous- 
ly charged. 

The ordinance further made provi- 
sion for acquisition by the city of At- 
lantic City, at any time prior to De- 
cember 31, 1920, of all the real and 
personal property of the Atlantic City 
Sewerage Company, together with its 
rights and franchise used in connec- 
tion with its sewerage system. A re- 
quirement of the ordinance with re- 
spect to the acquisition provision was 
that the company should annually, on 
or before the Ist day of February in 
each year beginning with 1907, sub- 
mit to the city comptroller of Atlantic 
City a verified itemized statement of 
its expenditures for improvements and 
extensions of its system and plant dur- 
ing the preceding calendar year. The 
city comptroller was directed to audit 
and verify the statement by examina- 
tion of the books, vouchers, payrolls, 
and records of the company, and to 
submit to the city council a report of 
his audit and examination. 

There is no present available record 
of the charges for service made by the 
company when it first began opera- 
tions. The original rates were in- 
creased by the ordinance, above re- 
ferred to, adopted by the city council 
of Atlantic City on December 30, 
1905. The ordinance rates remained 
in effect for a period of approximate- 
ly sixteen years until, as a result of 
hearings on an application of the com- 
pany for approval of increased rates, 
filed with the Board on October 28, 


38 PUR(NS) 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


1921, the Board ordered increased 
rates below those asked for by the 
company. These new and higher rates 
became effective August 1, 1922. 
Subsequently the company, on May 
14, 1924, filed an application for fur- 
ther substantial increases in its rates. 
After a hearing, the Board granted 
the company’s application. The pres- 
ent rates are those authorized by the 
Board, effective June 3, 1924. 

References in this report to the 
1921 rate case should be understood 
to refer to the proceedings above de- 
scribed. 

The city of Atlantic City is located 
on a group of irregularly shaped sand 
islands on the southern New Jersey 
coast, with the principal area of the 
city situated on one large island. The 
highest point in the city is about 6 feet 
above high water, and in some places 
tidewater is found at 3 to 4 feet be- 
low the surface. Quicksand occurs 
frequently at varying depths. Sepa- 
rating the islands from the mainland 
on the west is a tortuous tidal channel, 
known as the Beach thoroughfare. 
This has various branch thorough- 
fares, which form the smaller islands. 
The city is bounded by the Atlantic 
ocean on the east. 

The permanent population of At- 
lantic City is approximately 70,000, 
but at times during the resort season 
the population may increase to nearly 
500,000. It is said that more than 
16,000,000 people visit Atlantic City 
annually. 

It is thus seen that the physical con- 
ditions, together with the unusually 
large fluctuation in population, cre- 
ate difficulties both in construction 
and operation of the sewerage system. 


The original collecting system was 
38 PUR(NS) 


planned to serve what is now the prin. 
cipal commercial and hotel section of 
the city. The plan provided for a deep 
receiving well and pumping station lo- 
cated at Baltic avenue and Chalfonte 
avenue. Sewage flowed by gravity to 
the pumping station whence it was 
forced by pumps to filters on the mea- 
dows northwest of the city. In 1897 
the sewage disposal works were moved 
farther out to what is known as City 
Island, where the present treatment 
plant of the company is located. 

As the city grew the system was 
expanded to meet the additional re- 
quirements, until at the present time 
the area served by the collecting sys- 
tem of the Atlantic City Sewerage 
Company amounts to just a little less 
than 3 square miles. 

Across inside thoroughfare and 
northwest of the southwestern end of 


the city lies the section known locally 


as Chelsea Heights. The facilities 
for handling sewage in this area are 
owned by the city of Atlantic City but 
are operated by the Atlantic City Sew- 
erage Company under a contract with 
the city. This system is not connected 
physically with the system of the com- 
pany. 

Because of the limitations imposed 
by the topography of the area, expan- 
sion of the company’s sewerage sys- 
tem took place by development of suc- 
cessive isolated drainage basins. In 
the beginning, sewage from these ba- 
sins was permitted to flow directly by 
gravity into the thoroughfares. This 
objectionable practice led to agitation 
for treatment of the sewage and dis- 
continuance of the discharge of sew- 
age at the several points along the 
thoroughfares. Successive consolida- 
tions of the small collecting systems 
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were made until at the present time all 
of the sewage is treated and handled 
at the City Island plant previously 
mentioned, with the exception of a 
summer peak flow which is treated and 
discharged at the Texas avenue plant. 

The company’s service area is com- 
posed of four principal districts, 
known respectively as the Baltic ave- 
nue district, Texas avenue district, 
Raleigh avenue district, and the Ven- 
ice Park district. These names are 
derived from the location of the pump- 
ing station which serves each district. 
The Baltic avenue district is essential- 
ly the area served by the original 
plant; to the southwest is the Texas 
avenue district, and still farther south- 
west is the Raleigh avenue district. 
The Venice Park district is located on 
aseparate island northwest of the Bal- 
tic avenue district. 

The sewage collected in the Raleigh 


f avenue district flows by gravity to the 
Raleigh avenue station, whence it is 
pumped through a 14-inch cast iron 
force main to a point on Texas avenue 
where it joins the sewage collected in 


the Texas avenue district. The Ral- 
eigh avenue station is equipped with 
two centrifugal sewage pumps having 
atotal rated capacity of 3,168,000 gal- 
lons per day, and one centrifugal pump 
having a rated capacity of 2,376,000 
gallons per day. These pumps are di- 
rect connected by vertical shafts with 
electric motors which are automatical- 
ly controlled by the level of the sew- 
age in the wet well and are so arranged 
pthat one of the pair of pumps is al- 
ways held as a spare. The operating 
pump carries the load until its capac- 
ity is reached, when the large pump is 
thrown into service automatically. 
The sewage received from Raleigh 
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avenue and that collected in the Texas 
avenue district flows by gravity 
through a 24-inch trunk sewer to the 
Baltic avenue station. However, for 
about six weeks during the summer 
there is a very marked increase in the 
flow of sewage. The excess of this 
flow over the capacity of the existing 
trunk sewer spills over a weir and is 
carried to the Texas avenue station 
where it is screened, treated, and dis- 
charged into the Beach thoroughfare. 
At low tide the discharge is by gravity 
but pumping is required at high tide. 
The pump equipment at the Texas 
avenue station consists of two centrif- 
ugal sewage pumps with a total rated 
capacity of 4,608,000 gallons per day, 
direct connected by vertical shafts 
with electric motors which are auto- 
matically controlled by the height of 
the tide. 


At the Baltic avenue station all the 
sewage collected in the system is re- 
ceived, screened, and pumped through 
a system of cast iron force mains to 
the City Island treatment plant. At 
this station there are five modern 
centrifugal sewage pumps having a 
total rated capacity of 61,000,000 gal- 
lons per day, direct connected by verti- 
cal shafts to electric motors. In nor- 
mal operation these pumps are used in 
combinations depending on the head 
to be pumped against. There are also 
two old centrifugal sewage pumps, 
with a total rated capacity of 14,000,- 
000 gallons per day, belt connected to 
electric motors. These pumps are in- 
efficient and are operated only under 
storm conditions. In reserve is a 
centrifugal sewage pump, with a rat- 
ed capacity of 15,000,000 gallons per 
day, direct connected to a Diesel en- 
gine. The average pumpage at Baltic 
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avenue station is 13,600,000 gallons 
per day. There has been a measured 
maximum daily pumpage of 19,553,- 
000 gallons. 

The sewage in the Venice park dis- 
trict flows by gravity to the Venice 
park pumping station, whence it is 
pumped through a 10-inch cast iron 
force main to the City Island treat- 
ment plant. The station pumping 
equipment consists of two centrifugal 
sewage pumps, with a total rated ca- 
pacity of 864,000 gallons per day, di- 
rect connected by vertical shafts to 
electric motors. These pumps are au- 
tomatically controlled and one is held 
in reserve. 

At the City Island treatment plant 
the sewage passes through a grit cham- 
ber, is chlorinated and then passes 
through twelve sedimentation tanks. 
The effluent from the sedimentation 
tanks is discharged into the Beach 
thoroughfare. The sludge from the 
sedimentation tanks is removed by 
pumps, spread on sludge beds to dry 
and is finally disposed of as material 
for raising the elevation of the surface 
of City Island. 

The collecting system of the com- 
pany consists of eighty-one miles of 
pipe ranging in size from 6 inches to 
66 inches. The pipe is chiefly terra- 
cotta with a small amount of cast iron 
pipe and a very small amount of 15 
inch to 66-inch diameter concrete pipe. 
These collecting mains are laid at 
depths ranging from practically at the 
surface of the street to fourteen feet. 
The various force mains in the system 
consist of approximately 74 miles of 
cast iron pipe, mostly Class B, vary- 
ing in size from 10 inches to 36 inch- 
es in diameter. 

The number of service connections 
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has increased from 1849 in 189] ty 
13,021 in the year 1940. 


IT. The Rate Base 


1. Land and fill. 

The evidence shows that as at De. 
cember 31, 1939, the book cost of land 
was $118,213. This amount of s0. 
called “book value” does not repre. 
sent the actual purchase cost of the 
land to respondent. As of December 
31, 1921, an existing book cost of 
$39,913 was written down to $33,313 
on the basis of the amount assigned to 
land in the Board’s 1921 rate base al- 
lowance. The net additions to the 
land account from January 1, 1922, to 
December 31, 1939, amounted to 


$84,900, making a ledger value at the 
end of the period of $118,213. The 
historical cost of $124,813 is support- 
ed in detail by Exhibit P-5 and it is 
probable that the actual expenditures 


approximate this sum. 

Analysis of Exhibit P—5 shows that 
the expenditures charged to the land 
account for filling, dredging, and re- 
claiming amounted to $47,734 on al 
land. The balance of $70,479 may be 
regarded as the purchase cost of the 
iand except as it has been affected by 
the restatements of book figures. 

Mr. Stanley N. Williams, a quali- 
fied civil engineer, who has been as- 
sociated with the engineering organ'- 
zation of Mr. Clyde Potts over a peti 
od of about twenty-five years, was the 
principal witness for respondent. He 
testified that the total expenditure for 
fill at City Island had been $43,360, 
of which $24,895 had been charged to 
the land account, and $18,465 to the 
disposal plant accounts on _respont- 
ent’s books. The total amount 0 
$47,734 charged to-the land account! 
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for filling, dredging, and reclaiming 
land included the $24,895 at City Is- 
land, $22,217 at the New York ave- 
nue storage yard, and $622 at Venice 
park. 

In his reproduction cost exhibit, 
Mr. Williams included $16,750, plus 
overheads, for 67,000 cubic yards of 
fill at the City Island plant. It ap- 
pears that Mr. Williams estimated 
that 67,000 cubic yards of fill had been 
required to place the City Island land 
in its present condition. 

In addition, Mr. Williams for the 
company included land in his exhibits 
at its total book cost of $118,213. 
The agreed inventory, which includes 
fill on land at City Island but not else- 
where, must be accepted by the Board 
as correct. Therefore, Mr. Williams’ 
final estimate includes an element of 
duplication and is excessive by an 


amount which may be as large as 
$47,734. 

The lands owned by the Atlantic 
City Sewerage Company were inde- 
pendently appraised on behalf of At- 
lantic City by Messrs. Myers and 
Beckman with respect to their current 


market value. There is no question 
concerning the qualifications of these 
men. Mr. Myers has been engaged in 
the real estate business in Atlantic City 
for twenty years and Mr. Beckman 
for sixteen years. 

Mr. Myers testified that the aggre- 
gate fair market value of the several 
parcels of land owned by the respond- 
ent is $32,453. This estimate of cur- 
rent market value is based upon the 
present condition of the land, except 
that the land upon which the City Is- 
land plant is located was appraised as 
unfilled land. The lands were ap- 
[16] 
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praised by Mr. Beckman at $31,459 
on exactly the same basis. 

The testimony by these local real es- 
tate experts has persuasive force. An 
average appraised value of $32,000 
will be accepted by the Board as the 
reasonable current market value of 
land including the City Island tract 
in an unimproved condition. Mr. 
Williams’ estimate of $16,750, plus 
overheads, or a total cost of $19,353, 
will be accepted as the cost of repro- 
ducing fill on land. Therefore, land 
plus fill will be included at $51,353 on 
a present value basis and at $124,813 
for the purpose of the original cost 
estimate. 


2. Evidence of cost of reproduction. 

Mr. Stanley N. Williams on behalf 
of the Atlantic City Sewerage Com- 
pany, and Mr. Malcolm Pirnie on be- 
half of the city of Atlantic City, each 
presented evidence of cost of repro- 
duction new. Mr. Pirnie is a consult- 
ing civil engineer with some thirty 
years’ experience in sanitary engineer- 
ing, particularly with reference to wa- 
terworks, water supplies, sewerage, 
and sewage disposal. 

The inventory of the collecting sys- 
tem and force mains, prepared by Mr. 
Williams as of December 31, 1939, 
had as its basis an inventory prepared 
by Mr. Clyde Potts in 1921. This 
1921 inventory was revised by adding 
thereto the inventory of net additions 
to the collecting system and force 
mains for the years 1922 to 1939, in- 
clusive. The collecting system and 
force mains amount to approximately 
85 per cent of the total cost of the 
property on either a book cost or re- 
production cost basis. The inventory 
of other property, pumping station and 
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buildings also was prepared by Mr. 
Williams. The inventory of equip- 
ment, tools, materials, and supplies 
was prepared by the company. 

Mr. Pirnie and the Board’s engi- 
neers checked the inventory supplied 
by Mr. Williams and, after minor ad- 
justments, there is substantial agree- 
ment as to the physical quantities. 


The Williams estimate. 

The inventory was priced on the 
basis of the prices current as of the 
date of the inventory. It was as- 
sumed that the entire property would 
be constructed over a period of two 
years. The following tabulation is a 
summary analysis of the cost of re- 
production estimate as at December 
31, 1939 submitted by Mr. Williams 
for the respondent. The table omits 
the items found to be improperly in- 
cluded and does not include fill on land 
or land itself which is shown else- 
where at appraised value. 


Item 
Material and labor 


Engineering, legal and administrative costs (9%) .. 


Interest during construction (6%) 


Pavement over mains—prior to 1921 
Equipment, tools, materials and supplies 


Total reproduction cost of property other than land $3,865,945 


It should be noted that the above 
table omits items found to be improp- 
erly included, land as shown by the 
books, and fill on land. 

In the judgment of the Board, the 
unit prices applied by Mr. Williams 
to the collecting system and force 
mains are on the high side. The su- 
perstructure of the Baltic avenue 
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pumping station is included at a re 
production cost estimate new of $49. 
816. The Board is of the opinion 
that this amount is grossly excessive, 
Likewise the cost of piling and of con- 
crete at the City Island plant is be. 
lieved to be inflated. 

Mr. Williams based his estimate of 
accrued depreciation upon the age-life 
method. Under this method an esti- 
mate of the expected life of different 
items of property is based on past ex- 
perience and observation, then the 
amount of accrued depreciation is esti- 
mated as a straight-line relationship 
between the average actual ages of the 
property units and their estimated av- 
erage service lives. 


The Pirnie estimate. 

[2] In his initial pricing of the in- 
ventory Mr. Pirnie applied unit prices 
current on October 31, 1940. He also 
assumed that the construction would 
be completed over a 2-year period. 


Reproduction 
Cost—Less 
Depreciation 
$2,426,253 
218,363 
158,677 


Accrued 
Depreciation 
$829,932 
74,693 
54,278 


Reproduction 
Cost—New 
$3,256,185 
293,056 
212,955 








$3,762,196 
$103,749 


$958,903 $2,803,293 
$63,909 


27,157 








$998,743 $2,894,359 


The reproduction cost estimate of this 
witness is summarized as follows: 


Material and labor $2,506,305 

General construction overheads .... 389, 

Estimated reproduction cost new, 
exclusive of land and cost for 
replacing pavements 

Deduct City Island land fill and 
overheads 19,353 


——_——_— 


$2,876,432 
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Pavement : 

Actual amount from December 31, 

fF 1921, to December 31, 1939 

Mlowance for pavement replaced 
prior to December 31, 1921, as 
claimed by company . 

Equipment, tools, materials and sup- 
plies at company’s book cost .... 


$83,729 


103,749 
48,913 


Total estimate of reproduction cost 


new not including land $3,112,823 


Mr. Pirnie’s estimate of accrued de- 
preciation was $555,000. This is a 
judgment figure. The witness sup- 
plied no estimates of depreciation ma- 
terialized in classes of units or units 
of property. Mr. Pirnie explained 
that his method “approaches the ob- 
served depreciation method,” and that 

based upon his general investigation 

of the condition of the property “‘it 
was just my judgment that that 
amount of depreciation was all that 
did exist in this property.” 

On the basis of spot prices as of 
October 31, 1940, Mr. Pirnie’s esti- 
mate of cost of reproduction less de- 
preciation, exclusive of land and fill, 
is $2,557,823. Mr. Pirnie, however, 
made a series of adjustments in dis- 
cussing this estimate as evidence of 
the rate base. 

The first was the deduction of 

$290,000 for the purpose of substi- 
tuting the average cost of construction 
over the past 5-year period for the 
spot prices as of October 31, 1940. 
|The witness testified that during re- 
cent years the cost of constructing 
sewerage properties had fluctuated at 
a level from 11 to 15 per cent below 
the construction costs as of October 
31, 1940. It appeared, therefore, that 
the reproduction cost estimate by Mr. 
Williams and the $2,557,823 found 
by Mr. Pirnie each are affected by the 
higher cost existing at the time of the 
appraisal. 
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The ascertainment of a reproduction 
cost estimate is not a matter of the ex- 
act equivalent upon the market of ma- 
terial prices and the cost of labor at 
the date of the appraisal. The courts 
have indicated that the prices should 
not be confined to any particular date 
but may represent averages maintain- 
ing through the reasonable time re- 
quired for actual reconstruction of the 
property. (Pacific Gas & E. Co. v. 
California R. Commission (1938) 26 
F Supp 507, 26 PUR(NS) 1.) 

“Tt also is an established rule that 
prevailing prices for a particular year 
in question should not be deemed con- 
trolling, but rather average prices pre- 
vailing over a period of years immedi- 
ately preceding, taken in connection 
with the reasonable outlook for the 
immediate future.” (Elko-Lamoille 
Power Co. v. Nevada Pub. Service 
Commission (1932) 1 F Supp 790, 
PUR1933B 191, 195; McCardle v. 
Indianapolis Water Co. (1926) 272 
US 400, 71 L ed 316, PUR1927A 15, 
47 S Ct 144.) 

The period recognized by Mr. Pir- 
nie for pricing purposes was longer 
than the assumed construction period. 
It is possible, however, that he believed 
the longer period should be taken be- 
cause of the hypothetical character of 
the reproduction cost estimate and the 
uncertainty as to prices during the im- 
mediate future. At any rate, the Board 
must reject the contention of counsel 
for petitioner that Mr. Pirnie’s de- 
duction of $290,000 from his initial 
cost of reproduction estimate “is 
wholly illegal.” 

The second adjustment by Mr. Pir- 
nie is the deduction of the difference 
between the accumulated depreciation 
reserve as adjusted to reverse the 
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write-down ($988,843) and his esti- 
mate of accrued depreciation ($555,- 
000). This deduction in the amount 
of $433,000 was made on the ground 
that the company had collected 
amounts for annual depreciation in ex- 
cess of its reasonable depreciation re- 
quirements, that the excess had been 
invested in the property, and that it is 
deductible as property contributed by 
the customers. Of course, the effect 
of this step is the same as though Mr. 
Pirnie originally had deducted the 
total depreciation reserve and had pre- 
pared no estimate of accrued deprecia- 
tion. Deduction of the full amount 
of the depreciation reserve from in- 
vestment cost supplies a figure which 
is evidence of the rate base. The de- 
preciation reserve, however, is not 
necessarily the equivalent of the ac- 
crued depreciation, which is an ele- 
ment in a cost of reproduction esti- 
mate. 

Mr. Pirnie also adds an amount of 
$250,000 as a so-called allowance for 
“intangible values.”” The reasonable- 
ness of this addition will be discussed 
at a later point under the heading of 
“going value.” It appears, therefore, 
that Mr. Pirnie’s estimate of repro- 
duction cost on the basis of average 
prices, depreciated, excluding land and 
“intangible values” is $2,267,823. 


3. Evidence of original cost. 

[3] Mr. Schwartz testified that 
$1,923,070 is a reasonable estimate of 
the original cost less the adjusted de- 
preciation reserve as of December 31, 
1939. Mr. Schwartz has been con- 
nected with the Board’s staff in vari- 
ous capacities for seventeen years and 
for three and one-half years has been 
deputy chief engineer and in this pro- 
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ceeding was in immediate charge oj 
the work performed by the Board’ 
engineers and accountants. The fig. 
ure of $1,923,070 is partly an esti. 
mate because the amount of fixed cap. 
ital ($622,412) shown by the books 
as of February 1, 1904, represented 
net current value and not actual cos 
to the Atlantic City Sewerage Com. 
pany. It is not known whether this 
appraisal was in excess of or less than 
the actual investment in the property 
as at the appraisal date. There had 
been, however, no material change in 
the general level of construction costs 
during the preceding twenty year 
and the net appraised value, recorded 
on the books in 1904 without the es. 
tablishment of a depreciation reserve, 
may be considered a reasonable esti- 
mate of original cost less depreciation. 

The company’s records show that 
gross additions to fixed capital from 
February 1, 1904, to December 31, 
1921, aggregated $723,386. Although 
detailed supporting records are noi 
available, the city comptroller, in ac- 
cordance with provisions of the city’s 
purchase option, audited nearly al 
fixed capital additions from 1906 to 
1920, inclusive. Counsel for the pe- 
titioner contends that because of the 
gap of two years in the audited records 
the amount of such gross fixed capital 
additions is in considerable doubt 
Since the amounts for the 15-year pe 
riod are supported by the city’s audit, 
the Board sees no reason to question 
the correctness of the company’s owt 
general ledger figures for the remait- 
ing two years. A deduction of $93; 
698 is made on account of the con 
pany’s failure to record retirements 
on its books. 

For the period from 1921 to De 
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cember 31, 1939, supporting records 
are available and were examined. The 
net additions shown by the company’s 
records were reduced by $11,914 to 
reflect adjustment of various errors 
discovered in the accounts. 

The net additions during the period 
January 1, 1940, to October 31, 1940, 
are recorded on the books at $155,- 
608. This amount includes $19,346 
which represents the cost of experi- 
mental facilities and work which have 
been abandoned and which the Board 
considers should be written off. The 
estimated cost of completing the chlor- 
ination project is $16,653, which 
amount the Board considers should be 
included in the rate base to be found. 
The adjusted amount is $152,915. 

[4] The depreciation reserve stat- 
ed on the company’s books as at De- 
cember 31, 1939, was adjusted to re- 
verse a net write-down of $106,466 in 
1925 and 1926 and to give effect to 
certain other adjustments totaling 
$9,939. The adjusted depreciation 
reserve ($998,783) is deducted from 
the estimate of $2,921,853 as the origi- 
nal cost at December 31, 1939. 

The brief of counsel for petitioner 
contends that because the net ap- 
praised value was recorded on the 
books in 1904, the effect of deducting 
the depreciation reserve is to make a 
double deduction for depreciation. 
Since no depreciation reserve had been 
accumulated or was reflected on the 
books in 1904, it is impossible to con- 
sider that the reserve accumulated 
subsequent to 1904 reflects deprecia- 
tion accrued prior to that date. It also 
is contended that the purpose of the 
annual provision for depreciation 
since 1921 was to retire the $1,775,- 
000 gross appraised value recorded on 
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the books as of 1921, and that, there- 
fore, the total amount of the depre- 
ciation reserve is not properly deducti- 
ble from the original cost estimate. 

The depreciation reserve represents 
the accumulated amounts set aside 
from revenue for the purpose of main- 
taining the integrity of the investment 
and not for the purpose of replacing 
the property at a transitory reproduc- 
tion cost estimate. 

It is usually provided that the de- 
preciation reserve shall be accumulat- 
ed by annual charges for depreciation 
expense against operating revenues. 
It is assumed, in the absence of a show- 
ing to the contrary, that revenues have 
been sufficient to pay operating ex- 
penses, taxes, and the depreciation ex- 
pense and leave a fair return for the 
investors in the company. If these 


conditions are fulfilled, the deprecia- 
tion reserve does not represent in any 


part a sacrifice by the stockholders of 
the company. 

Funds acquired by means of the de- 
preciation reserve are usually invested 
in the property. Otherwise, they re- 
main as cash or exist as assets of some 
other form. Since such funds, so in- 
vested, do not represent a sacrifice by 
the stockholders, it is necessary to de- 
duct the amount of the accumulated 
depreciation reserve in order to deter- 
mine the net investment in the 
property. 

The estimated original cost to De- 
cember 31, 1939, less the adjusted de- 
preciation reserve and the historical 
cost of land is $1,798,257. 

4. 1921 rate base adjusted. 

Mr. William T. Riley, chief ac- 
countant of the petitioner, testified 
that the net book cost of the property 
was $2,778,830 as at December 31, 
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1939. The witness variously described 
this figure as “net book cost” and “net 
value assets.” The figure is not an 
estimate of value. As a book cost 
figure it results from the fact that the 
rate base of $1,600,000, fixed by the 
Board as of December 31, 1921, was 
substituted in the company’s accounts 
for the then existing amounts of book 
cost. Regardless of whether such a 
write-up of book cost to “fair value” 
was permissible under the accounting 
standards and practices of the time, 
the resulting book cost figures have 
no significance today for the purposes 
of the present proceeding. 

Further, the so-called book cost is a 
meaningless composite of appraised 
value of tangible property, actual cost 
of additions and improvements, and 
an allowance of $135,000 for intan- 
gibles in the 1921 rate base. 

Mr. Schwartz testified that the tan- 


gible property was included in the 


1921 rate base at $1,455,000. If the 
net additions from that date to De- 
cember 31, 1939, plus the book cost of 
materials and supplies as at the latter 
date, are added, the total is $3,191,- 
069. Deduction of the increase in the 
depreciation reserve, as adjusted, 
from the Board’s 1921 valuation of 
tangible property results in a figure of 
$2,534,951. 


5. Going value. 

[5-8] The claim of respondent for 
an allowance of $400,000 to represent 
going value is based upon the testi- 
mony of Mr. Stanley Williams, who 
estimated the income which would be 
foregone before ‘‘a company becomes 
self-liquidating.” Briefly, the meth- 
od adopted by the witness in prepar- 
ing his estimate was to study the “de- 
velopmental period,” using for the 
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purpose the experience of other sew. 
erage enterprises in securing custom. 
ers in four towns, namely, Morris. 
town, Rockville Center, Boonton, and 
Rockaway. He concluded from these 
studies that in Atlantic City 30 per 
cent of the total consumers would be 
attached at the start of operations, 64 
per cent at the end of the first year, 73 
per cent at the end of the second year, 
82 per cent at the end of the third year, 
91 per cent at the end of the fourth 
year, and 100 per cent at the end of 
the fifth year. 

Having assumed that the plant 
would be constructed in its entirety 
prior to the beginning of operations, 
the witness estimated that the total 
percentage of idle plant would be 125 
per cent over the period of five years, 
He further assumed that a fair rate 
of return was 63 per cent, and esti- 
mated that the total amount of “lost 
return” plus taxes on idle plant would 
be $408,673 on the basis of his esti- 
mate of undepreciated reproduction 
cost. 

This testimony by the Witness Wil- 
liams is too speculative to be entitled 
to weight as evidence of the allowance 
which ought to be made for going val- 
ue as an element of the rate base. 


In the first place, Mr. Williams 
wholly disregarded the statement by 
the United States Supreme Court 
that: “Past losses obviously do not 
tend to prove present values.” His 
method is the method of capitalization 
of past deficits which as long ago as 
1921 the Supreme Court held to be 
improper. Galveston Electric Co. v. 
Galveston, 258 US 388, 66 L ed 678, 
PUR1922D 159, 166, 42 S Ct 351. 

Mr. Malcolm Pirnie, who testified 
on behalf of Atlantic City, included 
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$250,000 as an “allowance for intan- 
gible values,” which he described vari- 
ously as “the developmental prelimi- 
nary expense” and as the value as a 
going concern in excess of the value 
of the physical property which exists 
because the property has its attached 
business. Witness Pirnie made this 
lump sum allowance without any ef- 
fort to lend objective support to his 
opinion. 

In Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 US 290, 78 L ed 1267, 
3 PUR(NS) 279, 292, 54 S Ct 647, 
Mr. Justice Cardozo said: “Going 
value is not something to be read into 
every balance sheet as a perfunctory 
addition.” 

Neither Mr. 


Mr. Williams nor 


Pirnie made any effort to distinguish 
between value inherent in the prop- 
erty as a going concern and the value 


based upon its earning power in the 
market served. It is historical and 
current costs which are evidences of 
“fair value” or the rate base; hence 
the definition of going value in a man- 
ner which excludes market or com- 
mercial value forces reliance upon op- 
erating deficits or developmental costs 
such as the cost of attaching business 
or training personnel. These expen- 
ditures are charged as operating ex- 
penses and are not acceptable evidence 
of going value in rate cases. 


The Supreme Court has referred to 
the duplication involved in recogniz- 
ing developmental expenditures both 
as an operating expense and as an ele- 
ment in the rate base. Los Angeles 
Gas & E. Corp. v. California R. Com- 
mission, 289 US 287, 77 L ed 1180, 
PUR1933C 229, 53 S Ct 637; Day- 
ton Power & Light Co. v. Ohio 
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Pub. Utilities Commission, supra; 
Columbus Gas & Fuel Co. v. Ohio 
Pub. Utilities Commission (1934) 
292 US 398, 412, 78 L ed 1327, 4 
PUR(NS) 152, 54 S Ct 763, 91 
ALR 1403. 

Even if acceptance of Mr. Williams’ 
estimate were permissible under the 
decision of the Supreme Court in the 
Galveston Case, supra, it would be un- 
acceptable because of its hypothetical 
nature. Neither the testimony in this 
proceeding nor available records indi- 
dicate that operating deficits were in 
fact experienced by Atlantic City 
Sewerage Company during the period 
of the development of its property. 

Even if operating deficits had been 
experienced it must be recalled that 
the testimony of Witnesses Williams 
and Pirnie was based upon cost of re- 
production theories. The cost of re- 
production approach accepts current 
conditions, including current or recent 
prices of labor and materials; to be 
consistent it must recognize the exist- 
ing development of the market and 
living habits of the people served. The 
historical cost of securing acceptance 
of the service need never be duplicat- 
ed. It is unnecessary today to recog- 
nize such cost in order to attract the 
capital required for reproduction of 
the sewerage plant and facilities. 

The acceptance of and demand for 
sewerage service in Atlantic City is 
very unlike the acceptance of and de- 
mand for service in the four smaller 
communities studied by Mr. Williams 
as the basis of his estimates. Even if 
it were permissible for the witness to 
disregard current conditions, conclu- 
sions based upon the developmental 
periods in these four smaller com- 
munities would be highly conjectural 
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and unreliable when applied to Atlan- 
tic City. 

The Board considers that where 
there is no satisfactory evidence of 
the amount of going value, it should 
be excluded as an item of property 
to be separately appraised. Columbus 
Gas & Fuel Co. v. Ohio Pub. Utilities 
Commission, supra, at p. 411 of 292 
US; St. Joseph Stock Yards Co. v. 


6. Working capital. 

[9] In view of the fact that the 
practice of the company is to bill and 
collect in advance for sewerage sery- 
ice, it is apparent that no allowance 
for working capital should be included 
as an element in the rate base of the 
Altantic City Sewerage Company. 


7. Summary of rate base evidence. 


Cost of Reproduction Estimates 


Williams 
Spot Prices 


. Tangible property, excluding land, ma- 
= & supplies, and general equip- 


as Adjusted by Board 
Pirnie 
Spot Prices Avg. Prices 


Original Cost 
Schwartz 
Estimate 


$3,063,910 $2,773,910 


$2,748,127 
51,353 51,353 


124,813 





. Tangible property ; excluding materials 
& supplies, and general equipment . 
. Depreciation 


$3,917,298 
998,743 555,000 





$3,115,263 $2,825,263 


$2,872,940 
555,000 


998,783 





. Item 3 less item 4 

. Materials & supplies and general equip- 
ment—net 

. Net plant additions 1/1/1940 to 10/31/ 
1940, plus estimated cost to complete 
chlorination project 2 


$2,918,555 
27,157 


152,915 





$2,560,263 
48,913 


$2,270,263 
48,913 


$1,874,157 
48,913 


152,915 152,915 152,915 





8. $3,098,627 


1See Part II (1) of this decision. 
2See Part II (3) of this decision. 


United States (1935) 11 F Supp 322, 
334; aff. 298 US 38, 80 L ed 1033, 
14 PUR(NS) 397, 56 S Ct 720; Den- 
ver Union Stock Yard Co. v. United 
States (1938) 304 US 470, 479, 82 
L, ed 1469, 24 PUR(NS) 155, 58 S 
Ct 990. 

For the reasons thus outlined, the 
Board will make no separate allow- 
ance for going value. It considers 
that there is an element of value in an 
assembled, established, and _ success- 
fully operated property, which is not 
present in property not so advanced 
and has recognized this element to the 
extent which in its judgment is rea- 
sonable. 
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$2,762,091 $2,472,091 $2,075,985 


III. The Fair Return 
[10] Mr. William C. Gilman, 


partner of the firm of Gilman and 
Hickey, investment counselors, testi- 
fied that a return of $160,000 would 
be fair and is required to maintain 
the credit of the company, enable it to 
obtain capital funds required for ex- 
tensions and improvements, and en- 
able it to refund its outstanding 6 per 
cent bonds at a reasonable rate of in- 
terest. Mr. Gilman was familiar with 
the character of the operations of the 
company and had studied its financial 
statements for a period of years. The 
witness’ estimate of the cost of capital 
to the Atlantic City Sewerage Com- 
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pany was based largely upon the avail- 
able data with regard to cost of capi- 
tal to other companies regarded by 
him as comparable with the respond- 
ent. 

Mr. Gilman testified that the recent 
level of net operating revenue is not 
sufficient to permit the Atlantic City 
Sewerage Company to refund its 
bonds. It appears that his statement 
that $160,000 is the fair return is 
based principally upon his estimate 
that if the net operating revenue of 
the company were “between two and 
three-quarter and three times” its in- 
terest requirements, it could issue 4 
per cent refunding bonds at a premi- 
um sufficiently large to cover the call 
premium on the outstanding bonds 
and possibly the expenses in connec- 
tion with issuance of new bonds. 


The principal amount of the bonds 
outstanding in the hands of the public 
is $1,350,000. Therefore, the annu- 
al interest requirement for 4 per cent 
bonds would be $54,000. The return 
said by Mr. Gilman to be required is 
within the range of two and _ three- 
quarter to three times bond interest, 
which is equivalent to a fair return of 
from $148,500 to $162,000. Mr. 
Gilman’s figure of $160,000 thus is 
toward the upper limits of what is re- 
garded by him as the area of reason- 
ableness. 

The Board does not believe that it 
would be reasonable to allow a return 
fixed at the upper limits of what is 
said by this witness to be the area of 
reasonableness. The yields on bonds 
of good and medium investment qual- 
ity are at an extraordinary low level. 
The pressure of funds seeking oppor- 
tunities for investment is so great that 
in the judgment of the Board a cover- 
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age of three times requirements is un- 
necessary and unreasonably high for 
a company such as the Atlantic City 
Sewerage Company. No other type 
of utility enterprise has either a more 
inelastic customer demand or a great- 
er stability of revenue than a sewerage 
company. 


IV. Finding as to Rate Base and 
Fair Return 


[11] Weighing all the evidence, the 
Board finds that the fair rate base for 
the Atlantic City Sewerage Company 
as of October 31, 1940, and including 
the estimated expenditures subsequent 
to that date necessary to complete the 
chlorination project, is $2,500,000, 
on which amount the company is en- 
titled to earn at the rate of 6 per cent 
or $150,000 per annum. 


V. Revenues and Expenses 


Statements relating to the annual 
operating revenues and operating ex- 
penses of the company are available 
from the annual reports filed with the 
Board and from Exhibits P-7, P-8, 
and C-3 in the record. 


1. Operating revenues. 

The company estimates that the op- 
erating revenue for each of the years 
1940 and 1941, under present rates, 
will amount to approximately $437,- 
090. 

Exhibit C-3, entitled “Staff Exhib- 
it Relating to Operating Revenues, 
Operating Expenses, and Return,” 
was introduced by the Board. Exhib- 
it C-3 sets forth an estimate of the 
total operating revenues for the year 
1941, under present rates, amounting 
to $442,227. In arriving at this es- 
timate appropriate consideration was 
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given to the recent trend of various 
items of revenue as well as to prospec- 
tive additional business to be obtained 
in 1941, 

The revenue statements submitted 
by the company are distorted because 
of the accounting treatment of items 
in the following classifications : 


1. Doubtful rentals. 

2. Adjustments and refunds for 
nonuse. 

3. Use of cars, plant, and marine 
equipment. 


These distortions in the company’s 
revenue statements must be eliminated 
before it is possible to estimate the 
true prospective revenues for the 
year 1941. The nature of the adjust- 
ments and the reasons therefor are 
fully set forth in Exhibit C-3. There 
was no rebuttal testimony or cross- 
examination of the witness on his 
revenue estimates. 

The Board, therefore, concludes 
that a fair and reasonable estimate for 
operating revenues, under present 
rates, for the year 1941 is $442,227. 
This amount will be used in subse- 
quent calculations. 


2. Operating expenses. 

In Exhibit C-3 Mr. Schwartz shows 
that the accounting practice of the 
company with respect to certain items 
in the classification of expense ac- 
counts leads to a distortion of these 


expense items. Consequently, as in 
the case of operating revenues, it is 
necessary to make certain revisions 
and adjustments in the statements sub- 
mitted by the company in order to ar- 
rive at a correct conclusion as to ex- 
perienced annual operating expenses 
and a reasonable estimate for the year 


1941, 


In making such revisions and ad- 
justments as shown in Exhibit C-3 
appropriate consideration was given to 
the trends and averages of various 
principal operating expense accounts 
during recent periods of years termi- 
nating with the year 1939. In view 
of the rather constant level of ex- 
penses as a whole in the period 1934 
to 1939, inclusive, it is considered that 
an estimate for the year 1941 should 
be based on adjusted expenses for the 
year 1939. Exhibit C-3 shows ad- 
justed operating expenses of $127,986 
for the year 1939. 

Among the adjustments included 
were eliminations of $840 for rent of 
an office in New York city, and 
$2,650 for the salary of a secretary 
to Mr. Calvert, president of the com- 
pany. The testimony shows and the 
Board finds that neither the interests 
of the company nor its customers re- 
quire the maintenance of an office in 
New York city, and furthermore, 
that the salary of a secretary to the 
president of the company is not an 
appropriate expense for the sewerage 
company, because her duties are al- 
most exclusively concerned with other 
matters in Mr. Calvert’s office. On 
the other hand, the Board finds that 
it is reasonable to make some allow- 
ance for additional office space in 
Atlantic City, and in view of the 
lack of any testimony in respect to 
the exact requirements, it will make 
an allowance for additional rent equal 
to the rent now being paid for office 
space in New York city, i. e., $840. 

The Board concludes from its con- 
sideration of the evidence that for 
the purpose of this case the amount 
of $127,986 plus an allowance of 
$840 for rent of additional office 
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space at Atlantic City, or a total of 
$128,826, represents a reasonable an- 
nual allowance for operating ex- 
penses, exclusive of taxes, deprecia- 
tion, and additional chlorination ex- 


penses. 


3. Chlorination expenses. 

The matter of determining a rea- 
sonable estimate of chlorination 
costs is of major importance. Ex- 
hibit P-1 is a copy of an order of 
the state department of health which 
calls for “continuous disinfection of 
all sewage as to cause de- 
struction of the organisms of the 
coli-aerogenes group to the extent 
that they shall be absent at all times 
in the final effluent in all standard one 
cubic centimeter portions; and effec- 
tive sedimentation to mean: the re- 
moval of suspended solids . . . so 
that the aforesaid effective chlorina- 
tion will be obtained.”” Exhibit P—12 
represents a report by the bureau of 
engineering of the state board of 
health with respect to chlorination of 
sewage at the City Island plant, which 
sets forth the following conclusions: 

“1. That the aforesaid additions 
and alterations to the City Island 
plant, particularly the settling units, 
were not in operation a_ sufficient 
length of time to permit the establish- 
ment of a procedure of efficient opera- 
tion. 

“2. That if the additions and al- 
terations were completed and operated 
fully in an efficient manner, the sew- 
age treated at the City Island plant on 
October 15 and October 23, 1940, 
could have been disinfected effectively 
with an application of chlorine slightly 
in excess of 30 p. p. m. 


“3. That a higher rate of chlorine 
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application should be required to treat 
the more concentrated sewage during 
the peak summer loads, but that this 
amount could not be forecast on the 
basis of the available data.” 

Mr. Joseph LeChard testified for 
the company with respect to the addi- 
tional chlorination and other expenses. 
Mr. LeChard is sanitary engineer for 
the company, which position he has 
held for the past twelve years. He has 
had prior experience and training in 
sanitary engineering. 

Exhibit P—7, submitted by Mr. Le- 
Chard on behalf of the company, 
makes claim that the additional an- 
nual operating costs for chlorination 
and the enlarged sedimentation plant, 
exclusive of depreciation, would be 
$45,092. Mr. Pirnie, the city’s wit- 
ness on the subject, testified that in 
his opinion such additional operating 
costs would amount to $40,745. Mr. 
Schwartz, testifying for the Board, 
accepted Mr. Pirnie’s estimate as rea- 
sonable and used it in his computation. 

The problem involves a determina- 
tion of the relative weights to be given 
the evidence supporting the company’s 
estimate and the Pirnie estimate. It 
will be noted that the difference be- 
tween the two estimates is $4,347, 
which is approximately 10 per cent. 

Mr. LeChard testified that in mak- 
ing up his estimate he used the dosage 
indicated as proper by the engineers 
of the state department of health. 

Mr. Weston Gavett of Mr. Clyde 
Potts’ organization, qualified as a 
sanitary and hydraulic engineer, tes- 
tified in considerable detail concern- 
ing the requirements of the state de- 
partment of health and also concern- 
ing conferences between the parties 
which were held prior to the issuance 
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of the chlorination order by the state 
department of health. Mr. Gavett has 
done considerable work on experi- 
mental chlorination of Atlantic City 
sewage. His testimony supported that 
of Mr. LeChard. 

Mr. Gavett testified that the present 
regulations of the state department of 
health for effective disinfection of At- 
lantic City sewage is “more than is 
usually required in sewage chlorina- 
tion.” Counsel for Atlantic City con- 
tended that the prospective cost of 
chlorination is excessive because the 
standard of purification established 
by the order of the state department of 
health is unreasonably high. How- 
ever, the Board of Public Utility Com- 
missioners must, for the purpose of 
this rate proceeding, give effect to a 
valid and effective order of the state 
department of health. 

Mr. Pirnie and Mr. LeChard did not 
agree as to the number of additional 
employees that would be required to 
operate the new facilities. Mr. Pir- 
nie estimated that the additional labor 
could be performed by one less man 
than estimated by Mr. LeChard. The 
make-up of the labor item was ex- 
plained in full detail by Mr. LeChard. 

In view of the testimony on this 
point the Board will allow, for the 
purposes of this decision, the amount 
of $45,000 to cover estimated addi- 
tional annual operating expenses, ex- 
clusive of depreciation, incident to the 
operation of the treatment facilities 
installed pursuant to the order of the 
state department of health. If the or- 
der of the department of health is 
modified and the additional operating 
expense proves to be less than $45,000, 
the Board will require appropriate ad- 
justments to be made. 
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4. Rate case expenses. 

[12] The Board is of the opinion 
that an annual allowance should be 
made in operating expenses for the 
amortization of the cost to the com- 
pany of the present proceeding. It ap- 
pears from the tentative information 
available to the Board that such cost 
will amount to approximately $30,- 
000. 

The Board concludes that whatever 
the exact amount of reasonable rate 
case expense it should be amortized 
over a period of approximately ten 
years and the amount of $3,000 will 
be included in operating expenses for 
the purposes of this proceeding. 


In respect to these rate case ex- 
penses, the Board will require the 
company to submit, as soon as prac- 
ticable after the termination of this 
case, an itemized statement of the ac- 
tual expenditures made by the com- 


pany. 


5. Taxes. 

[13] Exhibit C-3 includes an esti- 
mate of annual taxes for the year 
1941, which gives effect to the pro- 
spective changes in operating expense 
items as listed in the exhibit. The 
reasonableness of this estimate has 
not been seriously questioned and it is 
accepted by the Board. However, the 
amount of $100,153 is adjusted by 
reduction to $98,435 in order to give 
effect to a change in estimated Federal 
income taxes due to further adjust- 
ments of operating expenses made in 
this decision. 

Since the company has not actually 
refunded its bonds, the Board con- 
cludes that a possible future increase 
in Federal income tax because of re- 
funding at some indefinite time in the 
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future is not a proper item for inclu- 
sion in revenue deductions in fixing 
harges for service for the immediate 
present and reasonable future. The 
tax rates used in the estimates are 


future tax levels. The effect on total 
taxes of any increase in charges for 
service which may be allowed as a re- 
sult of this proceeding is recognized 
later in this decision. 


6, Annual depreciation expense. 

[14] As of December 31, 1939, the 
depreciation reserve balance as shown 
on the company’s books amounted to 
$882,377. After giving effect to re- 
versal of adjustments made by the 
company in connection with setting up 
a previous appraisal on its books, the 
depreciation reserve balance as of De- 
cember 31, 1939, amounts to $998,- 
783. The latter figure is equivalent to 
approximately 36.34 per cent of $2,- 
748,127, which is the estimate of orig- 
inal cost of depreciable property, not 
including trucks, tools, and equip- 
ment, as of December 31, 1939. 


If the company were to continue to 


charge depreciation in accordance 
with its present practice, it is evident 
that an amount sufficient fully to re- 
tire all property now in existence 
would be accumulated long before the 
property would reach the end of its 
useful life. Therefore, it is con- 
cluded that the company’s annual 
B charge to expense for depreciation is 
excessive. The company’s annual pro- 
vision for depreciation obviously is 
based upon estimated service lives 
which are shorter than the service 
lives suggested by either the compa- 
ny’s experience or by the testimony 
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of Witnesses Williams and Pirnie. 
Another factor which contributes to 
the excessive annual charges for de- 
preciation expense is application by 
the company of its adopted depre- 
ciation rates to written-up ledger val- 
ues instead of actual cost of the de- 
preciable property. 

The company questions the pro- 
priety of Mr. Schwartz using his es- 
timate of original cost as the basis for 
calculation of the annual depreciation 
charge. The correctness of the orig- 
inal cost estimate is established else- 
where in this decision. The compa- 
ny’s further objection to Mr. 
Schwartz’s estimate of the annual de- 
preciation requirement is an attempt 
to justify the 1925 write-up of its 
fixed capital and its practice of apply- 
ing the depreciation rate to this inflated 
amount. 

The Board’s engineers have made an 
independent study of the company’s 
retirement experience during the peri- 
od from January 1, 1922, to December 
31, 1939. This study indicates that 
retirements of property during the pe- 
riod averaged $10,300 per annum, 
which gives an average experienced 
retirement rate of 0.46 per cent of the 
cost of depreciable property. Since 
the retirement experience alone does 
not represent the full amount of de- 
preciation that should be provided for, 
the Board’s engineers adjusted the an- 
alysis figures and arrived at an over- 
all rate of 1.1 per cent of the cost of 
depreciable property exclusive of 
trucks, tools, and equipment, as rep- 
resenting their judgment of an appro- 
priate rate of depreciation accrual. 

If this over-all rate of 1.1 per cent 
is applied to the cost of depreciable 
property exclusive of trucks, tools, 
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and equipment as of December 31, 
1939 ($2,748,127), the result is 
$30,229. To this amount must be 
added annual depreciation on the 
new chlorination facilities and on 
trucks, tools, and equipment. It is 
shown in Exhibit C-3 that the pres- 
ent annual depreciation on the chlor- 
ination facilities is $4,621, which is 
at the rate of approximately 3 per 
cent; and on trucks, tools, and equip- 
ment it is $3,263, which is at the rate 
of approximately 10 per cent. It is 
further shown in Exhibit C-3 that of 
this latter amount only $2,219 is, on 
the average, assignable to operating 
expenses. Thus, the present total 
annual charge to expense for depre- 
ciation should be $37,069. 

In arriving at this conclusion actual 
retirement expense has been used 
merely as a guide and appropriate 
consideration has been given to the 
expected service lives of the various 
items of property and the manner in 
which the property is being main- 
tained. The Board is of the opinion 
that a composite annual depreciation 
rate of 1.25 per cent is adequate to 
provide for retirements as they occur 
and will for the future provide a suf- 
ficient margin for accumulation of ad- 
ditional reserve so that the integrity 
of the investment will not be impaired. 
After giving consideration to the net 
additions to property during 1940 
(not including chlorination and treat- 
ment facilities already provided for) 
and the prospective additions during 
1941, the Board concludes that $37,- 
250 is a reasonable allowance for an- 
nual depreciation expense for the pur- 
pose of this case. 

The company’s argument that $37,- 
000 is not a sufficient annual depre- 
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ciation allowance because of antici. 
pated price increases in the next few 
years is not pertinent because the cost 
to be retired is the original cost of 
the property. The argument that the 
company will be unable to refund its 
bonds because of an inadequate de. 
preciation accrual has no force be. 
cause the present adjusted reserve js 
equivalent to 36.34 per cent of the es- 
timated original cost of the depre. 
ciable property and is more than ample 
to cover the depreciation now ac- 
crued in the property. 


VI. Summary and conclusions as to 
fair return 


The estimated annual return which 
the company should experience under 
present rates, after providing for ad- 
justed operating expenses, chlorina- 
tion expense, amortization of rate 
case expense, taxes, and depreciation 
is $129,716, as follows: 


Estimated Operating Revenues 
Revenue Deductions : 
Adjusted Operating Ex- 
penses 
Estimated Chlorination and 
Related Expense 
Amortization of Rate Case 
Expense 3,000 
Estimated Taxes 98,435 
Depreciation Expense .... 37,250 312,511 


$129,716 


$442,227 


$128,826 


Estimated Annual Return 


The Board has found that the fair 
annual return for the respondent as of 
the present time is $150,000. Thus it 
appears that the return the company is 
able to earn under present rates is 
$20,284 less than it is entitled to 
earn. Because the company must 
pay a franchise tax of 5 per cent on 
operating revenue and a_ United 
States income tax of approximately 
24 per cent on net taxable income it is 
found that an increase in operating 
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revenue of $28,013 will be required 
to realize the additional return of 
$20,284 to which the company is en- 
titled. Therefore, the Board will per- 
mit the company to increase its 
charges for service to the extent nec- 
essary to produce additional operating 
revenue of approximately $28,000, in- 
cluding revenue to be derived from 
the two additional classifications for 
service proposed by the company, viz. : 
refrigeration and air conditioning, 
service heretofore furnished without 
specific compensation. 

If the company were permitted to 


charge for its service in accordance 
with the rates proposed to become ef- 
fective July 15, 1940, it would rea- 
lize an annual operating revenue of 
approximately $562,255 which is ap- 
proximately $92,800 greater than the 
operating revenue found by the Board 
to be adequate in this situation. 

The Board therefore finds that said 
charges for service proposed by the 
company and suspended by the Board 
are unjust, unreasonable, and higher 
than necessary to produce a fair re- 
turn and that they should be disap- 
proved. 





COLORADO PUBLIC UTILITIES COMMISSION 


Rocky Mountain Motor Company 


Pikes Peak iim Livery 


[Case No. 4835, Decision No. 16949.] 


Appeal and review, § 73 — Commission action pending determination. 
1. An order of the Commission, in the absence of a stay, is not suspended 
pending review by the courts, p. 256. 


Commissions, § 11 — Jurisdiction — Permitting violations of law — Dismissal of 


of proceeding. 


2. The Commission, being without jurisdiction to sanction or permit vio- 
lations of law or of its decisions, has no jurisdiction to dismiss or suspend 
a proceeding instituted for violation of an order which is involved in pend- 
ing court proceedings but is not stayed, since this would result in opera- 
tions by the respondent in violation of law, p. 256. 


[April 1, 1941.] 
M OTION to dismiss or suspend proceeding based on violation 


of Commission order involved in pending judicial pro- 
ceeding; motion denied. 


APPEARANCES: Hodges, 


Vidal, 
and Goree and Joe Hodges, Denver, 
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for complainant; Conour and Conour, 
Attorneys at Law, Del Norte, for re- 
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spondent; E. B. Evans, Denver, for 
the Public Utilities Commission of 
the state of Colorado. 


By the Commission: 

[1] This matter comes on for 
hearing upon the motion of the re- 
spondent to dismiss or suspend the 
above case, on the ground that this 
Commission is without jurisdiction to 
hear or determine the questions raised 
by the complaint, for the reason that 
the decisions of this Commission en- 
tered in Application No. 736-B are in- 
volved in a proceeding pending before 
the supreme court of the state of Colo- 
rado on writ of error to review the 
judgment of the district court of El 
Paso county quashing the writ of re- 
view issued by said court upon the pe- 
tition of respondent to review the de- 
cisions of this Commission entered in 
said Application No. 736-B. Neither 
at the time of filing the petition for 
review, nor at any time subsequent 
thereto, has respondent, in accordance 
with the provisions of § 53, Chap. 
137, 1935 Colo. Stats. Anno. obtained 
a stay of said decisions of this Com- 
mission. In the absence of a stay hav- 
ing been granted in accordance with 
this section of the Public Utilities Act, 
the orders and decisions of this Com- 
mission became effective upon their 
effective dates. 

The fact that proceedings for re- 
view are commenced and pending does 
not suspend the orders or decisions of 
this Commission, Pond on Public 


Utilities, Vol 3, § 930, p. 1892. Ip 
fact, the first clause in § 53 (a) reads 
as follows: 

“The pendency of a writ of review 
shall not of itself stay or suspend the 
operation of the order or decision of 
the Commission. hs 

[2] The allegations of the com- 
plaint, which must be taken as true 
upon this motion to dismiss, show that 
the respondent is violating, or threat- 
ening to violate, the provisions of the 
decisions of this Commission in Ap- 
plication No. 736-B. The effect of 
granting the motion to dismiss, if the 
allegations of the complaint are true, 
would be to sanction violations of the 
Public Utilities Act by the respondent, 
This Commission is without jurisdic- 
tion to sanction or permit violations 
of law or of its decisions. Therefore, 
any order by this Commission dis- 
missing or suspending this proceeding 
would be beyond its jurisdiction and 
would result in operations by the re- 
spondent in violation of this Commis- 
sion’s decisions and, consequently, in 
violation of law. 

The Commission therefore finds 
that the motion to dismiss should be 
denied. 


ORDER 


It is therefore ordered, by the Con- 
mission, that the respondent’s motion 
to dismiss or suspend is hereby denied, 
and the respondent is granted ten 
days from this date in which to file 
its written answer to the complaint 
herein. 
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Chevrolet trucks are selling now at the lowest prices of any 
in the biggest-selling low-price field. . . . That’s one vital 
reason why America prefers them. 

And Chevrolet trucks are ‘‘tops’’ to meet today’s great 


ved need for urits that make ‘‘Deliveries P.D.Q.’’—powerfully, 
a dependably, quickly. . . . That is another, and an even more 
11€d, 


important, reason why America prefers them. 
File You want to make “‘Deliveries P.D.Q.’’—and to make them 
at the lowest cost in truck operation and upkeep. In short, 
you want Chevrolet trucks. 

Ask your Chevrolet dealer about today’s low prices—today. 
CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICH. 
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Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Gas Utility Erects Unique 
Storage Plant 


i $1,000,000 gas storage project, which 
provides, in three spherical tanks, a stor- 
age capacity equivalent to one hundred and fifty 
conventional gas holders was made practicable 
by arc welded construction at the plant of a 
midwest gas company in Cleveland, Ohio. 

The unique feature of this new project is the 
reduction ratio of 600 to 1 in liquefaction. In 
employing the cascade refrigeration process, 
the new plant stores the gas at extremely low 
temperatures, (248 to 250 degrees below zero), 
thus introducing new metallurgy. 

The storage tanks consist of three arc welded 
alloy steel spheres 57 feet in diameter, 70 feet 
high overall, each sphere having a storage ca- 
pacity of over 50,000,000 cubic feet. Each 
sphere is supported by 12 columns fabricated 
of wide flange rolled steel sections. 

Each sphere is, in reality, two spheres in one. 
Within an outer shell and, separated from it by 
3 feet of cork insulation is a nickel alloy steel 
sphere in which the gas is actually stored. This 
inner sphere actually “floats” upon the cork 
insulation, a feature which allows “‘working” 
during expansion and contraction. 

Erection of these three spheres represents 
a new industrial advance made practicable by 
welded construction. 

The Gas Machinery Company, Cleveland, 
Ohio, was the general contractor for the 
project and Pittsburgh-Des Moines Steel Com- 
pany of Neville Island, Pa., were the sub-con- 
tractors for the fabrication and erection. The 
welding was done utilizing the shielded arc 
process with most of the equipment supplied 
4 The Lincoln Electric Company, Cleveland, 

hio. 


Egry Expands Engineering Dept. 


HE Egry Register Company, Dayton, Ohio, 
announces the expansion of its business 
forms engineering department. 
By careful analysis of systems and forms 
requirements, Egry form engineers have been 
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Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











able to accomplish many time-, labor- and 
money-saving improvements, not only in the 
actual form itself, but in its functions and 
routing in the users’ business. 

An attractive brochure has just been re. 
ceived, showing in detail how the department 
carries on its work, reproductions of old and 
revised forms, and the profitable results oj 
such forms engineering service to the user, A 
copy of this brochure will be sent by The 
Egry Register Company on request. 


Compact Indicating Lamps 


N improved line of indicating lamps for 
A visual or pilot light indication on switch- 
boards, switchgear, panels and controls has 
been developed by the Allis-Chalmers Mfg. 
Co., Milwaukee, Wisconsin. These rugged 
lamps are compact, simple in construction, and 
require very little panel space for mounting 














Easily Installed Panel Light 


An outstanding feature is the use of special 
material in the color cap which allows less 
lamp voltage with equal brilliance and corre- 
sponding longer lamp life consuming only ap- 
proximately 4 watts. The color caps are 
threaded and easily removed and replaced 
from the front of the board. 

Binding screws provide easy means for mak- 
ing connections. The lamp slips into the re- 
ceptacle from the front after the color cap 
is unscrewed. The lamp bulb may be removed 
or replaced without the use of tongs, wrenches, 
pullers or other tools. 


G-E Improves Distance Relay 


N improved Type GCX distance relay which 
A incorporates many new features for the 
simplification of testing and maintenance has 
just been announced by the Switchgear Div 
sion of the General Electric Company at Phila- 
delphia. New factors include a timing uml 
with a cast metal base in which mounting 
basses and bearing supports are brought t0- 
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CRESCENT 


Manufactures the 


HIGHEST QUALITY 


Electrical Wires and Cables 
A FEW OF WHICH ARE ILLUSTRATED HERE 


~ WIRE and CABLE > 


Factory: TRENTON, N. J. — Stocks in Principal Cities 


Rete Ste 2k : as 
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gether into a single unit, thus insuring a more 
positive alignment of parts and, simpler test- 
ing and maintenance of gear meshes and bear- 
ing clearance. All this results in permanent 
timing characteristics. 

The new types of relays include both 3-phase 
and single-phase forms, with or without over- 
current units, also a 3-phase ground fault form. 


New Types Aerial Cable 


Bigs new types of self-supporting aerial 
cable for use on urban, suburban, and rural 
power circuits in place of bare weatherproof, 
tree wire, or cable on messengers, have been 
added, to the General Electric line. The new 
cables, designated “SS,” are of the 4- and 
multiple-conductor type, supplementing the 
two-conductor type recently introduced. 

The characteristic and distinctive feature of 
the “SS” line is its outer covering, consisting 
of galvanized steel wires for mechanical 
strength, interwound with electric conducting 
wires of copper. 

The two-conductor type is for single-phase 
circuits with one side grounded, from 4,000 
up to 15,000 volts. The four-conductor type is 
for three- phase, four-wire circuits with 
grounded neutral, up to 5,000 volts. Each of 
these types has No. 1799 varnished-cambric in- 
sulation, with the ground-return conductor in 
the outer covering. 

The multiple-conductor type is used for tele- 
phone, supervisory, and other control circuits. 
The size most generally used is No. 16 Awg 
stranded, ranging from four to ten conductors. 
The insulation is Thinwol, an 85 per cent new- 
rubber insulation with high dielectric strength. 
The interwound armor of the multiple-con- 
ductor type is used only for suspension and 
mechanical protection. 


Folding Iron for Travelers 


e every ironing and pressing use where a 
egular electric iron is impractical, Knapp- 


Mouail h Co., St. Louis, Mo., presents the K-M - 


Gad-A- Bout, a light-weight, streamlined elec- 
tric iron, designed by Dave Chapman. For the 
cruise vacationer, the cross-country tourist, the 
resorter, and for all travelers and vacationers, 
this iron with the folding handle slips easily 
into a brown suede fabric case for convenient 
packing and carrying. Equal to the work done 
by any ordinary electric iron, the Gad-A-Bout 
has a visible heat indicator, patented embedded 
element, chromium finish, and an attractive 
plastic handle. Complete with a separable cord 
set and case, it lists for $4.95. 





70 MASTER-LIGHTS 
® Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 








Waterless Gas-Heated Server 


SPECIAL Series “A” Sectional Control 

Thermolator waterless gas-heated hot 
food storage and serving table together with 
surplus food storage compartments built into 
the base of the fixture, is announced by Ershler 
& Krukin, Inc., Bayonne, N. J. 


Efficient Hot Food Serving Table 


The upper unit consists of a dry-heat hot 
food serving table with a recessed shelf below 
the carving board for the storage of plates 
during serving periods. Each section has its 
individual burner pilot and indicating valve 
and may be obtained with or without visual 
thermostatic control. Because of this construc- 
tion sections may be operated independently 
during off periods. Operating temperatures are 
reached quickly after heat is applied. Water 
pans, steam and waste connections are elimi- 
nated making installation unusually flexible. 

The lower compartments are fitted with re- 
movable shelves accommodating two large- 
size meat pans or a number of soup or vegetable 
insets. These compartments are desirable for 
the storage of surplus cooked foods required 
during peak periods. The standardized insets 
may be taken directly from these compart- 
ments and set into the top openings for serving. 
Fitted with an adjustable control, gas burning 
arrangement, similar to the type used in the 
upper compartments, these compartments re- 
tain foods at the proper serving temperatures. 
Drop doors, form a continuation of the bot- 
tom platform, preventing spillage. 


Connelly Extends Contest 


HE photographic contest sponsored by the 
Connelly Iron Sponge Governor Co, 
Chicago, originally scheduled to end June 
30th, will be extended to August 31st. The pur- 
pose in granting this extension is to give an 
opportunity to many who have signified their 
desire of entering the contest to take suitable 
photographs. 
Started April Ist, the contest is open only to 
employees of gas companies and their families. 
Seventeen cash prizes totaling $255 are offered 
for photographs judged best in several differ- 
ent classifications. These’prizes include a grand 
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Make Your 
Research Department 
NATION-WIDE IN SCOPE! 


Acting as a supplement to the 
utility's own research depart- 
ment, E.T.L. stands fully pre- 
pared to test new equipment 
against specifications either at 
the Laboratories, at the factory, 
or in field surveys. 


To do this, E.T.L. maintains a 
corps of specially trained in- 
spectors with testing equipment 
stationed at strategic points over 
the entire country ... ready at 
a moment’s notice to conduct 
tests and give detailed reports 
on new equipment . . . before 
shipment is made. 


Why not take advantage of 
E.T.L.’s wide experience in the 
testing field ... and make your 
own research department nation- 
wide in scope? 


Know by Test! 


ELECTRICAL 
TESTING 





2,500 Ft. Beam f 
12 ALH.—4 Volt & 
Weight 6 Ibs. 
1,000 Hours 
Battery Life 


Wheat Spotlight 


A “MUST” on the 
National Defense 
Program:- 


Complete Protection of 
Public Utility Plants 
In carrying out this important 


task and for all emergencies 
and routine work specify 


WHEAT 


Rechargeable Spotlight 


for watchmen, maintenance and 
repair crews. Carried by hand 
or shoulder strap. Flood light 
reflector available. Write for 
folder and prices. 


KOEHLER MANUFACTURING CO. 


LABORATORIES 
ast End Avenue and 79th Street Marlboro, Mass. 


New York, N. Y. 
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prize of $100 for the photograph which the 
judges decide is the best of all submitted re- 
gardless of classification. 

For further information write to Mr. R. W. 
Stafford, contest manager, Connelly Iron 
Sponge & Governor Co., Chicago, II]. 


New Fluorescent Lamp Plant 
For Hygrade Sylvania 


— fluorescent lamp plant is being 
erected by the Austin Company at Dan- 
vers, Mass., for Hygrade Sylvania Corpora- 
tion, according to F. J. Healy, vice president 
of the company and general manager of its 
Lamp Division. 

The tremendous demand for fluorescent 
lighting.in plants engaged in National Defense 
work as well as in other industrial and com- 
mercial fields overburdened the company’s 
Salem, Mass., manufacturing facilities and 
necessitated the Danvers plant, Mr. Healy 
stated. 

To be a two-story brick-on-steel structure 
of ultra modern design with about 100,000 feet 
of floor space, the new factory building will 
be ready for occupancy in the fall. It will be 
geared for a production capacity of over 100,- 
000 fluorescent lamps per day, and all fluores- 
cent lamp manufacturing operations now being 
conducted at the Salem plant will be removed 
to this new building at Danvers when com- 
pleted. 


“Office On Wheels” 


ARMON - Herrington All - Wheel - Drive 

Trucks and Track-Laying vehicles built 
at Indianapolis, Indiana, are tested over types 
of terrain approximating as closely as possible 
that over which they will have to operate. In 
a great many instances the scene of such tests 
is many miles from the company’s offices and 
plant. 

For the convenience of visiting dealers and 
customers, and for facilitating the work of 
military officials and commissions in observing 
these tests, Marmon-Herrington has recently 
placed in service a deluxe trailer which is 
equipped with every modern convenience. De- 
signed and built to Marmon-Herrington’s spe- 
cifications by Schelm Bros., Inc., of Peoria, 
Illinois, the trailer is in fact a mobile kitchen, 
diner and club lounge in which passengers can 
spend an entire day away from conventional 
facilities. Accommodations are provided for 
twelve passengers, and a steward-chef is in 
charge. 

The trailer is pulled by a Marmon-Herring- 
ton All-Wheel-Drive converted Ford with a 
shortened wheel base, and a steel box at the 
rear of the cab is equipped to carry all neces- 
sary provisions and supplies. 


Philadelphia Adds 110 Cars 


HE Philadelphia Transportation Company 

is adding 110 modern, streamlined street 
cars to its equipment, only a few months after 
130 of them were put into operation there. 


In the summer of 1938 the company started 
operation of 20 such cars on Route 53. Sched. 
ule speed was increased 15 per cent; there was 
an immediate increase in receipts, despite a 
slight decrease for the system as a whole, the 
net improvement being more than 16 per cent 
Eighty cars were recently placed in operation 
on Routes 13 and 42, and 50 of them on Route 
56. Ninety of the newest ones will be used on 
Route 23 and the other twenty will take care 
of traffic increases on Routes 13, 42 and §%, 


¥ 


Equipment Literature 


Accounts Payable Procedure 


“The Magic 12 in Accounts Payable Proce. 
dure” is the name of a folder recently released 
by The Todd Company, Rochester, N. Y. De- 
voted to a description of the way in which 
Todd blue streak voucher checks promote effi- 
ciency and eliminate the hazard of financial 
loss in the payment of invoices, the copy lists 
twelve essential benefits created by voucher 
checks. 

Containing a brief and clearly written sum- 
mary of an ideal accounts payable procedure, 
it is well illustrated and printed on heavy paper, 
The folder will gladly be sent on request. Ad- 
dress The Advertising Department, The Todd 
Company, Rochester, N. Y. 


Filing Cabinets 

All steel filing cabinets of the non-suspension 
and suspension types are described in a 4-page 
circular issued by the American Metal Prod- 
ucts Corp., St. Louis, Mo. The folder illus- 
trates both types of files and explains the spe- 
cial construction features. The 4-drawer files 
are 243 inches deep and 52 inches high. Draw- 
ers operate on anti-friction rollers, the rear 
rollers operating in a channel prevent the draw- 
er from sagging when fully extended. All steel 
files are built in letter and legal sizes with vari- 
ous drawer combinations, locks, olive green 
and photographic wood grain finishes. 


Combination Rubber and Friction Tape 
Two-in-One tape, as its name implies, is a 
combination of two products into one. Deyvel- 
oped by The B. F. Goodrich Co., Akron, Ohio, 
this tape is described in a recent bulletin. It is 
made with rubber insulation on both sides of 
a strong cotton tape. It is useful in all branches 
of the electrical industry for inside and out- 
side work and does away with the double op- 
eration of using “splicing compounds” and 
friction tapes when joining electric wires. 


Mitchell Fluorescent Fixture 

A new high intensity fluorescent fixture de- 
signed to provide more and better light is an- 
nounced in Bulletin No. 238 issued by the 
manufacturer, the Mitchell Manufacturing 
Company of Chicago. 

The new unit is No. 2025 employing two 10 
watt, 60 in. fluorescent lamps. Built of extra 
heavy gauge sheet steel throughout, the unt 
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Equipment Literature (Con’d) 


has a white vitreous porcelain enamel reflector 
that provides unparalleled foot candle power. 
The unit has open ends and is readily adapt- 
able for continuous strip mounting. It is cor- 
rected for high power factor and stroboscopic 
effect. Latest, approved, ballasts, starters and 
sockets are used and the fixture has Fleur-O- 
Lier and Underwriters’ Laboratories certifica- 
tion. The unit is shipped completely wired with 
heavy duty cord and plug ready to install. 
Hanging chains are included. Baked enamel 
reflector is optional. Information is obtainable 
through leading wholesale electrical supply dis- 
tributors. 


The Labor Saver 


The current issue or The Labor Saver (Vol. 
187) published by Stephens-Adamson Mfg. 
Co., Aurora, IIl., describes a method of effec- 
tive straining of water for power plants. A 
west Texas utility company keeps schools of 
small fish and other foreign materials out of 
the power plants intake water by a system of 
two S-A traveling water screens. 

This issue also tells how another utility com- 
pany effected savings by revamping its unload- 
ing and storing system to handle coal from 
barges instead of rail cars. 


¥ 


Manufacturers’ Notes 


Cochrane Appointment 


The Cochrane Steam Specialty Company, 
Boston, announces the addition of Samuel Reid 
to the organization. Mr. Reid will be actively 
engaged in sales engineering work, handling 
the well known products of Cochrane Cor- 
poration, The Hays Corporation, Northern 
Equipment Company, Reliance Gauge Column 
Company, and Vulcan Soot Blowers. 


Elliott Promotions 


Among recent changes in the general office 
and sales organization of the Elliott Company, 
Jeannette, Pa., are the following: 

L. M. Forncrook, vice president and man- 
ager of the Jeannete plant, is now vice presi- 
dent in charge of operations at the company’s 
three plants, in Jeannette, Pa., Ridgway, Pa., 
and Springfield, Ohio. 

V. H. Peterson, general sales manager, has 
been elected a vice president in charge of all 
sales, advertising and service activities. 





DICKE TOOL CO., Inc. 
DOWNERS GROVE, ILL. 
Manufacturers‘ of 
Pole Line Construction Tools 


They’re Built for Hard Work 











L. E. Nohl, member of the Board and of the 
Executive Committee, has been elected a vice 
president and will be responsible for all finan. 
cial and accounting functions. 

W. A. Elliott, member of the Board and of 
the Executive Committee, and manager of the 
Chicago district office, is now a vice president 
in charge of market research, field studies, and 
the administration of purchasing. 

M. A. King, for the past nine years man- 
ager of the turbine department, has been ap. 
pointed manager of engineering. 

J. R. McDermet continues as chief engineer, 

W. A. Yost is now manager of the turbine 
sales department and R. N. Williams is man- 
ager of the blower sales department. 

J. P. Stewart is manager of the newly cre- 
ated supercharger sales department, which will 
handle turbo-chargers and blowers for Diesel 
application. 


Sprague Meter Co. 


Miss E. L. Ballou, supervisor of sales, 
Sprague Meter Co., Bridgeport, Conn., and E. 
R. Meade, former vice president of the Stand- 
ard Oil Company, Buenos Aires, Argentina, 
S. A., were recently elected to the board of 
directors of the Sprague Meter Co. 


M. M. & M. Add Sales Personnel 


Additional sales personnel has again been 
announced by Manning, Maxwell & Moore, 
Inc., of Bridgeport, Connecticut. Mr. Leo W. 
Dillon has just joined the organization to 
cover the Kansas City territory. Mr. Herman 
M. Munson will work in the Chicago district. 
Mr. Frederick W. Chadwick will make his 
headquarters at Syracuse, New York. His terri- 
tory will cover central New York and north- 
ern Pennsylvania. 

Edwin H. Price, Los Angeles representa- 
tive, is now Lt. Commander, U.S.N.R., and is 
assistant supervisor of shipbuilding at the 
Union Iron Works plant of the Bethlehem 
Shipbuilding Corporation at San Francisco, 
He has received a leave of absence from his 
sales duties for the period of time that his 
services are required at this highly important 
post. 


Easy Washer Appoints Reeve 


The appointment of W. Homer Reeve as 
acting sales manager of the Easy Washing 
Machine Corporation, to take over the duties 
of J. J. Nance, who has resigned as vice presi- 
dent in charge of sales, was announced recent- 
ly by J. C. Nelson, president of the company. 
For the last two years, Mr. Reeve has been in 
charge of the company’s major dealer develop- 
ment program. 

A new automatic washer is being developed 
by the company. Molds, tools and dies are be- 
ing released to provide substitutes for alumi- 
num, zinc and other materials affected, by 
priorities. The company’s production facilities 
have been expanded and additional overtime 
schedules have been put into-effect to meet the 
increased sales volume. 
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Goodwill... 





Nothing will promote goodwill and 
redound to your ultimate profit like 
providing your construction crews 
with American DeLuxe Line Con- 
struction Bodies. Men are happier and work better 
when their comfort is amply provided for. There 
is a place for everything, easy of access, but no 
place for unnecessary articles—overloading is dis- 
couraged. And in American Bodies, safety has 


been provided for in every detail of construction. 





HE AMERICAN COACH & BODY CO. 


OODLAND AVENUE AT EAST 93RD STREET 
CLEVELAND, OHIO 


Standard Equipment 
for Public Utilities 
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Now... ¢he complete, one-volume key 
to the engineering essentials of 


INSULATION 


—kinds, applications, testing, thes 





This book will help 
DESIGNERS of electrical equipment 
ENGINEERS in mechanical, chemical, 


or other fields who need to know some- 
thing about insulation of electrical 
apparatus 


MAINTENANCE and REPAIR 
MEN who want to know more of the 


reasons back of their work 


PURCHASERS of electrical equip- 


ment who need to know how to detect 
quality or lack of it and what to put 
into specifications 


18 full, explicit, authoritative 
chapters cover: 


. Dielectric Phenomena 
. Theories of Dielectric Behavior 
. Factors Affecting Dielectric Behavior 
. Insulating Materials 
. Industrial Motors and Generators 
. Large Rotating Machines 
- Control Apparatus 
. Transformers and Reactors 
. Circuit-breaker Principles 
. Circuit-breaker Constructions 
- Transmission-line Insulators 
. Lightning Arresters 
. Capacitors 
14. Heating Appliances 
- Lamps and Tubes 
. Meters, Instruments, and Relays 
. Insulating Lag oe 
. High-voltage Testing Equipment 


Here is a new and helpful guide for all concer 
with the design and use of electrical apparatr 
book that covers all aspects of its insulation—cg 
cisely reviews the theory—describes and compa 
the materials—and gives complete details of the ingy 
lation problems present in all types of electrical ap 
paratus and how they are solved. 


INSULATION OF 
ELECTRICAL APPARATUS 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 
Carnegie Institute of Technology 


450 pages, 6 x 9, 306 illustrations, $5.00 


This book bridges the gap between the more the 
retical treatments of dielectric phenomena and th 
needs of engineers and designers for data on presen 
day insulation practices. 

From it the reader can get everything necessary t 
an intelligent approach to insulation problem 
correlation of the theoretical and the practical—pl 
many facts and data to help in design or selection ¢ 
electrical apparatus. 

The section on applications is presented in gred 
detail—covers many specific types of apparatu 
breaking each one down to show every insulation re 
quirement and best practices in handling it. 





USE THIS CONVENIENT ORDER COUPON 


PUBLIC UTILITIES FORTNIGHTLY 
Munsey Building, Washington, D. C. 


Please send me a copy of Miner’s INSULATION OF 
ELECTRICAL APPARATUS postpaid. I enclose $5.00 1 
money order 


a 
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Right then, I would have given 
$10,000 for a NORDSTROM !” 


valve on our main high pressure gas transmis- 
line hadn’t been closed for months. Torrential 
had undermined the line at the outskirts of the 
The line broke and the town was in jeopardy, 
gas belching forth. I phoned to close the main 
. Back came the ominous report. ‘It’s frozen. 
turn it off.’ I had to send men miles down the 
to the next cut-off. Right then I would have 
$10,000 for a Nordstrom. Fortunately, we 
the line under control after a tortuous delay, 
t taught us a lesson. We've replaced those old 
s with Nordstroms all along our various lines.” 


Emergency shut-offs are bound to occur. Nordstrom 
Valves are always easy to turn, either constantly or 
as infrequently as once a year. A single valve will 
hold the line pressure as tightly as though the line 
was blanked off. A quarter-turn means instant oper- 
ation. Equipped with remote control, a Nordstrom 
can be operated miles away. Ask for Bulletin. 


NORDSTROM VALVES 


... keep upkeep down 


MERCO NORDSTROM VALVE CO. 


cA Subsidiary of PITTSBURGH EQUITABLE METER CO. 


RLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 


inches: 


Main Offices: 400 Lexington Ave. PITTSBURGH, PENNA. 


York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. 
dian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Compan) 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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BAYER SOOT CLEANERS 


APPLIED TO 


MODERN PUBLIC UTILITY BOILER 



















































































































































































































































































605,000 LBS./HR BOILER PULYV. COAL FIRED 
1350 LBS. PRESSURE 950°F. STEAM TEMPERATURE 


THE BAYER COMPANY 


ST. LOUIS, MISSOURI 
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He SIMPLEST way is tHe BEST way! 


3 





ONE 





THE ROBERTSHAW way ts THE SEMPLEST way: 


Accurate! Each time oven is used, thermostat must be set. Quick! Quick 
operation, quick ignition, quick selling, quick servicing. Exclusive! Only 


Robertshaw heat controls offer the many advantages of modern simplification. 


SOBERTSHAW HEN CONTROLS 
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Yalbing 7 bases” 


THESE TRUCKS HAVE EM! 






















Like the NAVY, ARMY and AIR FORCE 
TRUCKS Need Bases, Tc 


And that goes whether the truck 
are working for Uncle Sam or fi 
you. Convenient truck “bases,” wit 
modern service facilities, are part ¢ 
an established after-sale service poli 
with International Harvester. 
every one of the 250 Company-ownd 
truck branches in the United State 
and Canada, and at Internatio 
Truck dealers from coast to coats 
you can get factory-standard sei 
vice with factory-standard pati 
for your International Truck. Trud 
sizes from ¥%-ton to powerful 
wheelers. Write for catalog. 


INTERNATIONAL HARVESTER COMPANT 
180 North Michigan Avenue, Chicago, Illi 


INTERNATIONAL TRUCKS | 
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OOSIER ENGINEERING COMPANY 


CAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd. 


RECTORS OF TRANSMISSION LINES 
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Mee orang City and owe 3 importan 
1 Trencher for Boa 
ie soe W k—Diégs Ditch 10 > - Pipe. 
eg at wid e—To 52 ft. ag Dept 
+ compact—Fast and Flexible 


| ITH the two “CLEVELANDS?” illustrated here you will save 
money on your trenching jobs from the breaking of ground to the 
last foot of earth tamped. 
Time-tested, time-proven, compact, fast, flexible, streamlined for light 
weight—easy to move around the job, easy to move around the country, 
yet rugged and abundantly powered, these “CLEVELANDS” have the 
built-in qualities that enable you to get your pipe in the ground quickly, 
with least “times-out” and at lowest cost. Don’t delay—get the details— 
Write today. 





THE CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher" ; 
20100 ST. CLAIR AYENUE CLEVELAND, OHIO 
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There is no mystery in the growing acceptance of the 
Mercoid Sensatherm. It can be accounted for in the recog- 
nition throughout the heating industry that here is a 
thermostat whose built-in qualities fit it for the field it 
serves. @ The Sensatherm is of small mass. We build 
it that way to meet the requirements of sensitivity. Thus it 
responds quickly to the true room temperature changes. 
No artificial stimulant is necessary. Its own accuracy as a 
heating system pilot is a matter of record to everyone 
who is familiar with this outstanding instrument. 

THE HEART OF THE SENSATHERM Beneath the cover is the 
Mercoid magnetic switch, an all important and exclusive feature found 
in no other room thermostat. The circuit is made and broken within a 
hermetically sealed glass tube—see illustration. The operation is not 
affected by dust, dirt or corrosion—common causes for heating dis- 
comfort and service calls. 


Send for new Mercoid calalog now available. You will need it for the information it contains. 


THE MERCOID CORPORATION + 4233 BELMONT AVE. * CHICAGO, ILL. 





Public Utilities Fortnightly 











= PRINCIPLES of= 
= PUBLIC UTILITY=$ 
REGULATION == 


by 
A. C. WEBBER 


Former Chairman and Commissioner 
Massachusetts Public Utilities Commission 























Principles of 
lati 
Public Utility Regulation 


Webber 


It is a rare privilege to find, in readable form, the 
frank confessions of a commissioner whose aim has 
been so to coordinate the public administration of the 
regulatory law with the private conduct of the utility 
business as to encourage confidence and good will in 
the domain of both the investor and consumer. 


Broadly viewed, this volume blazes new trails. It 
goes far in justifying the hopes of the pioneers of 
regulation that the experience of years, tested in the 
laboratories of the 48 states, might evolve a workable 
regulatory regime. It encourages the thought that the 
initiative, the inventive genius, and the capacity of our 
people working in harmony are the motivating forces 
of national progress. It sounds a note of political 
philosophy not uncommon in the field of administration, 

831 PAGES but rarely found in print. 
BLUE CLOTH BINDING 

“Principles of Public Utility Regulation” should be 

read, not only by commissioners and members of ad- 

$ 50 ministrative agencies, but by students of government 
6: and economics, legislators, investors, bankers, utility 
men, engineers, accountants, attorneys and all others 


having an interest in the various concepts of public 
service. : 


Order Today From 


PUBLIC UTILITIES REPORTS, INC 


Munsey Building © Washington, D. C. - 
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Customer Usage Data 


e At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 


BE 


OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to an average of one-fifth of a cent per item, but have obtained 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis,” an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 


Chicago Detroit Montreal Toronto 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 


to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. « « € « ¢ 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


NEW YORE 
PACKARD BUILDING 








vsiox FON, Bacon « Davis, an BATE CASES 


CONSTRUCTION Enoi 
ngineers INTANGIBLES 


OPERATING COSTS 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHICAGO 








J. H. MANNING & COMPANY 


New York 
Valuations 


Business Studies Purchase—Sales 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New York San Francisco 


Chicago 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS ¢ APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK « CHICAGO e¢ PITTSBURGH ¢ SAN FRANCISCO e LOS ANGELES 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


FRANCIS S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates —Depreciation—Trends 


122 SoutnH Micuican AvENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
910 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection wit 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 


CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation. Financial, and Other Investigations 











ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervisioa 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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The Fortnightly lists below the advertisers in this issue for ready a) 
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Industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 
. . Spinning ever faster and faster as tanks. 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of na- 
tional defense. Cities 
Service’s industrial vuils 


NATIONAL DEFENSE NEEDS MORE 
THAN “ELBOW GREASE" 








have been called upon to help deliver max- 
imum efficiency of operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 


_ that we are qualified to meet the lubrication 


problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY — Chicago, New York, Cedar Rapids, 
Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


Cleveland, Detroit, Syracuse. 


CITIES SERVICE OIL COMPANY, LTD. —Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY — Shreveport, 


Little Rock, Jackson, 


Miss., Birmingham, Atlante, Charlotte, N. C., Nashville, Richmond, Miami. 
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O make turbine generating equip- 
ment more efficient and depend- 
able, Westinghouse spares no pains. 
For example, in taking out the 
double’ frequency vibration of the 
large 2-pole, 3600. rpm* rotor illus- 
trated above; the rotor is slotted to 
provide equal rigidity on the two 
major axes. And to reduce the 
amplitude of double frequency 
vibration transmitted from the stator 
core to the foundation, special flexible 
supports are incorporated as illus- 
trated in the inset. These enginéering 
refinements. are typical of-2Westinghouse turbine gen 
safe-guards. that ~assure you continuous, low-cost “ vice year after Yell 





WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, BAST “PITTSBURGH, ? 
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